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Professional Ethics. 
Discussion by John Alexander Cooper, C. P. A. (Illinois). 


When the Committee on Arrangements for this Convention 
notified me that they expected me to open the discussion upon the 
topic so ably treated by our essayist, I confess to a feeling of 
diffidence, owing largely (as Mr. Sterrett very aptly puts it), 
to the fact that an accountant should—first of all—be the best 
judge of his own limitations. 

Prior to my arrival in this city, this week, I was unaware of 
the line of treatment that the topic was to be given; so that 
fully appreciating its great importance, not only from a theo- 
retical but from a practical standpoint, I took Time by the fore- 
lock and proceeded to study the subject for myself, hence the 
form of my remarks can hardly be styled a criticism or com- 
mentary upon the paper before us. 

Mr. Sterrett, in the advance portion of his paper, makes a 
qualifying basis for the ethics, precepts, or rules, that we should 
be called upon to establish at this time. I must be allowed to 
differ with him there. We should establish rules which indi- 
cate the highest standard which we are able to attain now, or 
to which we can aspire under existing conditions. 

He very truly says that we are debtors to the older pro- 
fessions and heirs to the accruing benefits therefrom. As will be 


Epitor1aL Notse.—The three following papers by Messrs. John A. Cooper, Franklin 
Allen and Robert H. Montgomery were delivered at the St. Paul Convention of the 
American Association of Public Accountants, October 16, 1907. They were called forth 
by Mr. J. E. Sterrett’s article on ProrgesstonaLt Eruics, presented at the same con 
vention and printed in the October number of THE JourRNAL oF ACCOUNTANCY. 
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seen later on in this paper, we are also debtors to our own 
profession. 

The question of self interest is a vital and persistent 
subject, and in this Mr. Sterrett would convey the impression 
that there are conditions that would justify contingent fees; 
this I cannot endorse, as it is fraught with the danger that this 
self interest would overbear the professional and judicial attitude 
which an accountant should always maintain. On the other hand, 
Mr. Sterrett takes a decided stand, and justly so, against a 
practitioner speculating for his personal gain upon information 
obtained in the course of his services to a client. 

Under the heading of “Relations to his Professional 
Brethren”’ he most admirably treats of the question of character. 
demonstrates the concern of the accountant to appear well at 
all times before his clientele, relegating to the background the 
more important phases of his business and fraternal relations 
with his confreres as well as his indifference to a high standard 
for himself. It must be admitted that if a professional man is, 
at all times, true to himself and actuated by a high ethical stand- 
ard towards his professional brethren, he cannot help but be 
true and loyal to the laity whom he professes to serve. 

I particularly wish to draw your attention to the distinction 
made by our learned friend, between upholding and supporting 
our professional brethren as a general proposition before the 
public, and the necessity, when occasion arises, for such a benefi- 
cent body as this to be in a position to punish and exposé anyone 
—within the fold—who transgresses, or is disregardful of the 
precepts necessarily established; not only for ourselves, but also 
as a protection to the business public. 

Upon the question of competition again our esteemed friend 
makes qualifications with which I am unable to agree. It may 
be that it is in the use of the term, but I take the view that every 
professional man must be the best judge of the value of his 
talents, and that, at no time, should he countenance what is 
generally recognized as competition in this line of service. It 
may be true that the lay public have the right to employ such 
means in seeking our help, but the principle should be impressed 
as fundamental, that the client gets exactly what he pays for. 

With these few remarks as a preface, I wish to touch 
upon (Ist) the elemental reasons that justify the claim that this 
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is a profession in all that the word implies; (2d) the aims and 
ultimate goal in this service that warrant our so designating 
ourselves; and, (3d) lay down a few classified and tersely 
expressed rules that may form a proper basis for the incorpor- 
ation of some such precepts into our Year Book. 


APPLIED ETHICS FOR THE ACCOUNTANT. 


In the sense in which we, as public accountants, use the 
term, a profession is, according to the dictionary: 


“The calling or occupation which one professes to 
“understand or follow; a vocation in which a professed 
“knowledge of some department of science or learning is 
“used by its practical application to the affairs of others, either 
“in advising, guiding or teaching them, or in serving their 
“interests or welfare in the practice of an art founded on 
‘ec 1t.”’ 

And it is given more concisely as, 

“ Professed attainments in special knowledge, as distin- 

“ guished from mere skill.” 


Admitting, then, that we, as a whole, are a recognized pro- 
fession, it follows that we should, both collectively as a repre- 
sentative society, and individually, promulgate and maintain 
at all times, and that inflexibly, those rules of conduct which are 
known to all professional men of lofty instincts as the keystone 
that upholds the arch of public confidence. 

In the abstract the subject may be tersely given in two 
words, do right; or we may dismiss the topic by referring to the 
decalogue and the “ Sermon on the Mount.” 

The effluxion of time changes conditions and circumstances 
which it is impossible to meet with a rigid theory. A _ blind 
attachment to principles and rules because they are theoretically 
long-established, would be absurd, when around us we see the 
advancement of the applied sciences and the influences of 
modern means of inter-communication. On the other hand, with 
a proper and well-balanced conservatism rash innovation and 
reckless experiment should be discountenanced. Only the dog- 
matic theorist aims to establish an ethical code of great sim- 
plicity; the practitioner sees in such brevity both uncertainty 
and injustice. Practice is liberalized by theory, and theory 
restrained and corrected by practice. 
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There is no profession, not excepting that of the ministry or 
of the law, in which it is more imperative that the practitioner 
be governed by the highest code of morality, than that of public 
accounting. Great as may be the influence which our profession 
can and does exercise upon business affairs, it is only by strict 
observance of ethical rules and right conduct that we can hope 
to pay the debt we all owe to such profession by uplifting and 
maintaining the highest standard, thereby bequeathing to our 
successors a calling placed upon a higher plane than when we 
first embraced it. It rests largely with this generation of the 
guild, who can, many of them, recall the inception of public 
auditing and accounting as it is now recognized, to lay the 
foundation of a noble profession that may justly be called the 
right hand of the Jaw, or on the other hand, so bear themselves 
that this proud opportunity will be lost and our term of 
stewardship wasted. 

In the rush and turmoil of our calling, in which every waking 
hour is our clients’, and even our dreams are a ferment of fig- 
ures and finance, we are too apt to begrudge the brief minute now 
and then to go back to first principles, or to give ourselves the 
benefit of a little occasional introspection. 

Lord Bacon has said, “ Every man is a debtor to his pro- 
fession from which as men, of course, do receive countenance 
and profit, so ought they of duty to endeavor themselves by way 
of amends to be a help and an ornament thereunto.” This 
golden sentence from the great jurist would appear to urge us 
to do all within our power both in our individual lives and in 
our collective capacity to demonstrate that we realize the obli- 
gations of our stewardship, are at all times intent upon upholding 
the highest principles of professional ethics, and in giving to the 
young practitioner some established rules for right conduct in 
the career before him. 

Some may ask, why this striving, why this constant aiming at 
the ideal? when, if any pronounced characteristics are expected of 
the public accountant, they are that he shall be matter-of-fact, 
logical, and practical, with his faculties at all times keenly on edge 
in all matters pertaining to economics, finance, and commercial 
law. 

It is because, as the definition gives it, we have 


‘ professed 


attainments in special knowledge as distinguished from mere 
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skill.” Such attainments being applied to the “ affairs of others, 
either in advising, guiding, or serving their interests or welfare,” 
we are not, or rather should never allow ourselves to be influ- 
enced by selfish motives. 

Such motives are the very essence and incentive of com- 
mercial traffic; the merchant or manufacturer must strive in 
competition to obtain a share of trade; his skill, business 
acumen and energy are all bent towards outreaching his rivals; 
buyer and seller are upon opposite sides, and the cautionary 
term “caveat emptor” is ever to the fore. 

On the other hand, the practitioner is prepared to assist, 
by application of his special knowledge and accumulated exper- 
ience, those of the business world who may have met with 
problems of a difficult or troublesome nature, the solution of 
which demands qualities beyond such as may have been acquired 
within the ordinary range of any one line of commercial effort, 
and it is imperative, the “sine qua non,” the very strength and life 
of such relations, that absolute confidence and frankness prevail 
between the two. The client is not a customer; there should be 
no thought of bartering or competition by the client in seeking 
professional service; and as to the practitioner, whose unright- 
eous desire and greed of gain inspire him to no higher purpose 
than to reach out in a competitive, merchandising spirit upon 
every occasion, that he may measure his office results, like 
oysters, by the bulk, it is charity to say that he has missed his 
calling. The interests involved are of a mutual rather than of 
an opposing nature; facts of the most vital nature have to be 
confided to the practitioner, who, for the nonce, appears as the 
confidant and business counsellor. He should do on behalf of 
the client, and in his stead, all things which he, if possessing 
sufficient knowledge and skill, might do himself. 

Ethics, broadly construed, means principle, and not policy; 
etiquette as well as moral qualities; fraternity and a common 
spirit in association. 

No one with any practical knowledge of affairs will argue 
that the mere passing of an examination is a proof of intellectual 
superiority, and still less that it is a guarantee of judicial 
temperament, common sense, logical faculty, and professional 
instincts. 

Upon the well-understood rule that the whole is greater than 
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any of its units, so it is that a profession or society is justified 
and, in fact, expected by the laity to establish such rules as will 
set a standard for its members; therefore, it is the purpose to 
set down in aphorismatic form, so that they may be readily 
grasped and retained, some applied practical precepts and rules 
for the student and practitioner, which to the interested public 
conveys the dictum of this Association and its affiliated State 
Societies, that anything short of proper professional demeanor 
and due regard for the principles of this profession subjects 
its members to discipline. 
SERVICE. 

1. To certify to statements, exhibits, schedules or other form 
of accountancy work, the auditing or preparation of 
which was not carried on entirely under the supervision 
of himself, a member of his firm, or one of the staff, 
is wrong. 

2. The use of a practitioner’s name in professional work by 
others than partners or employees is wrong in that it 
implies deception. 

3. To perform accountancy work payment for which is by 
arrangement upon the contingency of the result of 
litigation or other form of adjustment is unprofessional. 

4. The payment of a commission, brokerage or other form of 
inducement to the laity from professional fees is wrong. 

5. The acceptance of any part of the fees of a lawyer or any 
commercial brokerage, bonus or commission as an in- 
cident arising out of a practitioner’s service is wrong. 

6. Active interest in a commercial enterprise while practicing 
as a public accountant is to be avoided as incompatible 
with strict ethical principles. 

7. The practitioner should, wherever possible, avoid acting 
as a trustee of special funds or pools as an incident of 
his calling. 

8. A practitioner should avoid serving as a director in cor- 
porations in which he is professionally employed. 


CLIENTS. 

1. Upon engagement a practitioner is in duty bound to tell 
his client of all foreknowledge he may have had touch- 
ing the matter under consideration. 

2. Personal responsibility is a fundamental rule of the pro- 
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fession. A practitioner cannot screen himself from the 
specific acts or laches of his employees; the responsi- 
bilities are his and those of his firm. 

. Information acquired in the course of service is _privi- 
leged and inviolable. Abuse thereof to the detriment of 
a former client renders a member subject to the severest 
discipline. 

. Efforts that tend to invite or encourage legal contest, or 
foster further employment by neglect, manipulation or 
unfinished service, should be severely dealt with; it is, 
in fact, barratry. 

. To recommend or advise clients to a measure or course of 
procedure that may even indirectly give the practitioner 
a personal advantage must be considered as flagrant 
professional infidelity and misconduct. It is “ main- 
tenance,” and is punishable as such at common law. 


INTER-PROFESSIONAL. 


. Depreciation of opponents in contested matters is unpro- 

fessional and ethically wrong. 

. Acceptance of an appointment from which a colleague 

has withdrawn from conscientious motives, without 

previously making direct inquiry of such colleague as 
to the conditions, is professional discourtesy. 

. Canvassing the clients of a colleague for business is 
unprofessional. 

To recognize or affiliate with a society that in its charter 
title assumes the words “ Certified Public Accountant,” 
without warrant of law as to its membership, is wrong, 
and gives countenance to an implied fraud. 


PUBLICITY. 


. No professional accountant should advertise or display 
his talents as a merchant does his wares. 

. Professional cards should show in plain inconspicuous 
type the name, occupation, and office address. No 
strained effect is consistent or dignified. 

. The same form of card may be used in publications of a 
recognized standard, such as technical magazines, law 
periodicals, etc. 

. It is not good professional form to solicit business through 
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trade journals, flashy publications, programs, or the 
daily press, especially under a pseudonym or publisher’s 
index mark. 

. The use of the public press in discussions or essays on 
matters of technical or general interest is legitimate. 

. The use of initials or other insignia as an affix to a prac- 
titioner’s name in his business advertisements other than 
such as is recognized by statutory enactment in the 
United States or is authoritatively recognized in other 
countries is unprofessional. 


CORPORATIONS. 

. No member should conceal his personality under a corpor- 
ate name, either actual or fictitious. 

. The skill and knowledge of the profession is individual, 
and cannot be transferred to a corporation, the 
accruing goodwill is otherwise lost. 

. Success in any professional career is a matter of person- 
ality. 

A corporation “ per se” cannot make an audit which in 
the full intent of the service is a judicial function. 

. A corporation is without honor, which is the keystone of 
the profession. 

. Directors cannot direct in a profession of which they are 
not members. It is a prostitution of the financial 
standing of the directors and stockholders, leading to 
unfair competition and prejudiced decisions. 

. The ultimate profit to the lay stockholder or director, 
whether expressed tangibly or otherwise, is an illegi- 
timate gain or advantage which the profession cannot 
countenance. 

. In the case of legal liability as the result of negligence or 
criminal perversion of logical facts the ultimate respon- 
sibility rests with the practitioner, notwithstanding the 
financial support and control of outsiders. 

9. Assurance of secrecy in affairs of clients of such corpor- 
ations cannot be taken seriously. 
10. The profession needs no control or regulation from the 
laity; it is not an industry. 
With these rules and precepts for the guidance of the pro- 
fessing accountant set out upon a plan which the commercial 
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public can grasp, and has in every way the right to acquire, it 
becomes desirable, at this point, to say what are the practical 
and higher aims of this calling of ours. 

Setting aside the ordinary duties, or features, of our daily 
routine, such as the auditing of accounts, preparation of finan- 
cial statements, investigation of suspected frauds with the pro- 
vision of counter checks, the institution of economies in office 
routine, the inauguration of cost processes, and so forth, it is 
still necessary for the ambitious practitioner to fully realize that 
he is, and always will be, a student as to matters that are classed 
as of the “law merchant,” with the innumerable phases of 
business life covered by this term; also, he should have at his 
command the wherewith to support himself with commercial 
precedents by judicial process. 

It is far from a comprehensive view of the goal to be 
attained to say that we are, as a class, possessed of “ special 
knowledge, beyond mere skill,” in computations of commercial 
figures, or can trail the devious ways of the defaulter, exemplify 
the modus operandi of peculation, solve an arithmetical conun- 
drum or demonstrate our ability as expert scriveners. 

Occasions arise that call for special service in affairs that are 
so closely identified with, and contingent upon, the recorded 
conditions of a business that it is necessary to employ a special- 
ist whose work is both of a synthetical and analytical character, 
always with the main purpose of the particular proposition before 
him, and with a trained mind for the arrangement of detail in 
thorough harmony with the purpose and the facts, whether of a 
financial nature or for the preparation of exhibits and testimony 
for the use of attorneys-at-law. 

In his relations to capitalists contemplating the purchase or 
consolidation of established industries the accountant’s examin- 
ation should precede the drafting of any prospectus of a pro- 
posed enterprise, and his certificate of conditions briefly 
expressed should be embodied therein. His duties in this con- 
nection are as to stated present conditions, and facts as to past 
operations for a period of time. They are distinct and should 
at all times be kept separate from those of engineers and 
appraisers, in order that those interested may obtain a full 
corroboration of conditions and prospects. 

It not infrequently occurs that the accountant engaged upon 
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such examinations finds that, during the period under consid- 
eration, abnormal conditions have affected the revenues, or that 
the habitual routine of the plant has tended to excessive conserva- 
tism in the book valuation of the tangible or plant assets, which 
it is his duty to provide for in the preparation of his findings. 

It is not to be denied that a large number of the industrial 
consolidations so far effected have an element of fiction in their 
make-up; a fact attributable to the spirit of hazard or venture in 
times of prosperity among our financial and commercial classes; 
this cannot be regarded as a permanently sustained condition, as 
is evidenced by the frequent instances of such deals that have 
failed of consummation at the crucial moment, that is, when the 
time for determining the relative or proportionate values of the 
respective properties is reached, aside from such sum of the ulti- 
mate capitalization as may be allotted for promotion and 
underwriting charges. 

The special examination and report by an accountant in 
such propositions, supplemented when necessary by the physical 
appraiser, is the only safe basis for consolidating commercial 
plants. 

The accountant is, first a synthesist, whose comprehensive 
estimate of an enterprise has material weight in determining the 
investment, and who then takes the property into consideration 
for the purpose of arranging the modus operandi of the 
routine best adapted from an utilitarian and economical stand- 
point to effect the ultimate purposes of the investment; and, 
secondly, is an analyst to take charge of the interest of clients 
in case of misapplication of the means, perversion of the pro- 
ceeds, adjustment of assets in case of loss, justifying the book 
conditions in case of sale, or in maintaining the equities between 
partners, and so forth. 

He may, as the result of his analyses, upset the stated con- 
dition of the auditor or bookkeeper; his exceptions to the value 
of assets might, for the first time, give the proprietors of a 
going business a modified opinion as to their worth, inventories 
may need revision, obsolete implements or out-of-date merchan- 
dise may have been bolstered up for the sake of maintaining the 
credit of a department manager; favored debtors may have been 
nursed at their face value without proper reserve to meet the 
loss; the practice of competitors may have made book assets 
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worthless ; the absence of modern methods of operation may have 
placed the plant at such a disadvantage that the sheriff would be 
the residuary legatee of the business unless a reformation be 
effected. 

In some conditions the assets are staple and their values 
beyond peradventure, in others, prices are mercurial, and as a 
consequence of this managers are prone to claim the most favor- 
able tariff to meet their standpoint, whatever it be; then there 
is the peculiar class known as expiring, wasting or consuming 
assets, such as lease-holds, stumpage, patents, mines, etc., and, 
in some concerns, largely of a professional character, such as 
the practice of law, or in royalties, the current assets are to an 
extent memoranda only, until realized upon. Investment assets, 
such as subordinate, or by-product companies, branches, stocks 
or working contracts, may conceal much when stated in the 
abstract only, and weaken the life of any prosperous concern, 
and their intrinsic value be undiscovered for years under 
ordinary conditions. 

And when the “ liability” side is considered, the force of 
habit is shown in the disregard of the accrued floating liabilities 
of a heavy and disagreeable character; such as interest on debts, - 
assessments, taxes, unpaid wages, and burdensome contracts, 
which if duly considered up to the date of accounting would 
have materially changed the first impression of trading results. 


Then an accountant’s wide experience in treating reserve 
accounts to cover extraordinary wear and tear of machinery, 
equipment, rolling and live stock (a subject upon which there 
is such a diversity of opinion), also in meeting the contingency 
of bad or doubtful accounts receivable, is of much importance. 
Unless due provision under competent advice is regularly made, 
the business man is simply deceiving himself with a fanciful 
array of figures that encourages him to withdraw profits which 
are in fact either capital or what may be termed “ planted 
income.” 

In showing the returns and stated conditions for investment 
he must go deep enough into the results to be able to discrim- 
inate between results had under normal conditions and such as 
may have been caused by evanescent circumstances, such as 
“booms,” so called, expositions, temporary control of an extra 
market, exceptional contracts, and so forth. 
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In point of fact, the public accountant may be designated as 
a business surveyor, or scrutineer, who goes behind the recorded 
data, reads between the lines, views the entire business situation, 
studies the physical facts, determines the element of personality, 
and how far it is, or may have been, a material element in effect- 
ing the results obtained; a judge of men and methods, tactful 
and discreet as a diplomat, logically apt in deductions, an exact 
recorder and fair forecaster, and at all times scrupulously honest 
and actuated by a strict reserve in the affairs of his clients. 

The retained accountant should always be his client’s best 
counsellor. 

It is apparent also that where matters of so much weight are 
entrusted to him he must be sufficiently familiar with commercial 
law to enable him to act in unison with his client’s solicitors, 
wherever necessary. 

The accountant should be prepared to draw client’s attention 
to any act done, or left undone, in disregard, or violation, or in 
excess of their charter rights, known more particularly as “ ultra 
vires.” He should have some familiarity with the law of con- 
tracts, partnerships, agency, exchange, real estate, franchises, 
taxes, probate, and the current commercial and _ banking 
decisions. 

To be an effective right hand to the legal fraternity in 
chancery proceedings relating to the complications of partner- 
ships, trustee and estate accounts, and in protection of rights of 
creditors in bankruptcy proceedings, he must not only be all 
this, but he must above all so shape his course in the investiga- 
tions, reports, and testimony, as to impress the court and liti- 
gants that the deductions made, and findings reported by him 
as the result of his examinations are clear and conclusive, arrived 
at mainly from the elements of books, documents, and other 
material examined, and are not theoretical conclusions as the 
result of bias, prejudice, preference, or jugglery. 

There are two other very essential features in which the 
practitioner of broad experience and well-poised faculties is a 
desideratum. One is in calculations from which to determine 
the damages to a “going concern” in “use and occupancy” by con- 
demnation proceedings under the exercise of eminent domain. 
The other is somewhat similar, being the measure of insurance 
payable as consequential damages for the interruption of a 
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“going” business from fire, under a “use and occupancy ” 
policy. 

In addition to these, there may arise the question of conse- 
quential damages to a business man from personal injury, and 
the necessary incapacity for the time being; the basis for 
determination being the average income of the plaintiff. 

In course of time the business world, the banking and invest- 
ing public, the trustees of estates, and all who fully realize the 
weight of their responsibilities and the necessity for making full 
use of every available and legitimate means of being informed 
as to the character of investments, be they ever so small, will 
insist that every prospectus, announcement, or advertisement by 
which they are invited to participate in a venture shall have a 
full certified copy of the accountant’s report embodied therein, 
and will disregard any prospectus that does not contain this 
essential feature over the signature of some well-known estab- 
lished practitioner. 

As an incident of the indicated growth of appreciation of 
our work it is worth mentioning that the bankers of one of our 
Western States have recently resolved that preferred rates be 
given only to those borrowers who periodically file statements 
certified by established practicing public accountants. 

It is not possible in these days of huge corporate industries, 
where inherited wealth is largely in the form of shares or bonds 
(that relatively are of a size that do not warrant the expense 
and time necessary for individual examination), to find a more 
satisfactory guarantee than the certified statement of an im- 
partial examiner who depends for his practice and standing in 
the commercial world upon the absolute integrity and good faith 
of his certificate. 

And it is within the probabilities that the public stock 
exchanges may insist upon this feature as a prerequisite to 
registration of stocks or bonds of a corporation that is seeking 
the benefit of the bourse, and that every annual or semi-annual 
statement of affairs, duly certified by a public accountant, shall 
be filed with the Secretary of the Exchange. There is also, from 
current indications, some reason to hope that the Federal Gov- 
ernment in its control of interstate commerce may take measures 
in the way of amendments to present laws to make such period- 
ical examinations by certified public accountants obligatory. 
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In older countries we find members of our profession 
appointed to high offices in the government—on royal commis- 
sions and committees upon amendments to commercial laws, 
county magistrates, receivers and referees in bankruptcy, arbi- 
trators under court orders and trustees of landed estates. 

May we not hope that in the course of time, as the members of 
this profession by their skill, judicial temperament, and strict 
adherence to the highest ethical precepts, establish themselves 
as an essential feature of the business progress of this country, 
they will be called upon to fill the posts of honor of a like charac- 
ter, and thus contribute to the welfare of our country, and, 
incidentally, in a measure repay the debt that we all owe to our 
profession? 
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Discussion by R. H. Montgomery, C. P. A., Pennsylvania. 


I think it is proper for me to mention that the delegates from 
Pennsylvania are extremely proud to feel that Mr. Sterrett is a 
member of the Pennsylvania Institute of Certified Public Account- 
ants and that he has written a paper which bids fair to become a 
classic. We are also proud to reflect that the accountancy 
situation in Pennsylvania is in good shape, and we feel that there 
are no “undesirable citizens” in the Pennsylvania Institute, or 
Mr. Sterrett would not be able to take so optimistic a view of the 
accountants’ present position as is indicated by his address. 

You have all read his paper and therefore I feel that it is 
hardly necessary in the few minutes allotted to me to attempt to 
review it. There are, however, a few points open to argument. 
There are one or two matters which claimed the attention of Mr. 
Cooper and Col. Allen, which in one sense are controversial and 
on which I would like to add a few words. 

I want to refer in the first instance to the matter of advertis- 
ing. One of the principal reasons urged against advertising by 
accountants is that it is unprofessional and that lawyers and 
doctors do not advertise. That statement is usually made without 
reflection, for lawyers and doctors have been advertising for sev- 
eral thousand years. If it were a fact that every one not only in 
business life, but in private life, were not. fully informed as to the 
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value of the services of a lawyer or a doctor, and if they were not 
fully informed as to where they could on short notice secure the 
services of a lawyer or a doctor, I believe lawyers and doctors 
to-day would be doing the thing that they deprecate in other 
professions. It has been stated a number of times that not more 
than 10 per cent. of the financial business of the country passes 
under the review of professional accountants. I therefore think 
that as accountants individually, and as the American Association 
of Accountants we should carry on the education of the public to 
the value of the services of accountants until a larger proportion 
of business men appreciate what can be done for them; until the 
man of affairs feels the necessity of retaining an accountant just 
as he retains his lawyer. I am just as much opposed to pro- 
miscuous advertising, and calling attention to particular firms 
and individual accountants in an undignified way as anybody else. 
I think that it might be better for the American Association to do 
the necessary advertising, for in view of the fact that so large a 
portion of the business interests of the country are totally 
unaware of the value of accountants’ services, we should not dis- 
miss the subject by simply saying that advertising is undignified 
and unprofessional. Even Mr. Sterrett in his paper at one poin‘ 
speaks of the profession of accountancy being on the threshold of 
a great future; from this one must infer that the public has not 
had time to be informed, and yet we are told we must stop adver- 
tising of any kind whatever and yield to a slow but dignified 
growth. I do not think that this is expedient but that it is a 
matter which might engage our attention further. 


Now just a word with respect to Mr. Sterrett’s treatment of 
the matter of contingent fees. He treats the subject in an ad- 
mirable way. I think, however, that if we as accountants were to 
adopt a rule such as Mr. Cooper suggests the taking of a con- 
tingent fee by any one would soon have to be abolished, and I am 
therefore against the adoption of such a rule. The point that Mr. 
Cooper makes is that the client might persuade the accountant to 
sign a dishonest certificate in cases where the latter is interested in 
the results. That is true, but we must remember that a man who 
would sign a dishonest certificate for a contingent fee would be 
just as likely to sign a dishonest certificate in any other transac- 
tion for a fixed fee. A number of instances could be cited to show 
that professional services by accountants have been rendered upon 
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some sort of a contingent basis and about which there could be no 
question as to ethical principles. We would make a mistake in 
the adoption of any rule which would attempt to abolish all 
contingent fees without exception. 

The next point relates to the Code of Ethics. To whom is 
this code directed and to whom should it really apply? We can- 
not apply it to the members of the American Association, for what 
is the use in having a rule with a penalty, unless the penalty can 
be enforced. The only penalty of any practical effect is one which 
would deprive a man from making a living in his profession. To 
accomplish this we must have the authority and power of the 
State, and until the State recognizes accountancy as a profession, 
as it does law and medicine, no code of ethics can be anything else 
than a theory. I believe the States should pass some sort of 
restrictive legislation, such as now applies to the law and to 
medicine, providing that all accountancy work of a public char- 
acter must be performed by registered or certified accountants, 
and I believe in this matter that we would have the public back of 
us and that the opposition would be weak. It has been talked of 
before ; our friends in Ohio took it up years ago and put it up to 
their legislators to pass such a law. I believe the certified public 
accountant law should come first in those States where there is no 
such law in existence. I believe the American Association should 
plan a campaign looking toward the restricting of public account- 
ing work to public accountants or certified public accountants. In 
some states where they have no such laws it might’ cause con- 
fusion, and it might be urged that it would be impossible to put 
it through, because there are accountants in practice in those 
states who are not certified public accountants. I believe the con- 
dition could be met very easily. In some of the larger states, 
such as New York and Pennsylvania, I believe it would be pos- 
sible to get the legislature to pass laws, providing that within a 
period of say six months all public accountants in practice must 
secure a certificate. Those who had C. P. A. certificates would 
be registered as a matter of course, while those practicing as 
public accountants would be required to prove their fitness. If we 
could have such a law in our states the shyster could and would 
be deprived of his right to practice, he would be deprived of his 
livelihood, and we would then be established as a profession. 
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Professional Ethics 


Remarks of Franklin Allen, C. P. A., President of the 
New York State Society of Certified Public Accountants. 


No one can peruse or listen to the excellent thesis on Pro- 
fessional Ethics prepared for us by Mr. J. E. Sterrett, C. P. A., 
of Pennsylvania, without recognizing that every public 
accountant does not at present practice what Mr. Sterrett 
preaches should be practiced. Were this not so, there would be 
small reason for the presentation of the high ideals of ethical 
rules of professional conduct by the professional accountant to 
his clients, to his fellow accountants, and to the general public, 
which Mr. Sterrett has so ably revealed to us. The higher any 
one climbs these beautiful hills around St. Paul, the wider his 
horizon extends, the more accurate his knowledge grows, not 
merely of the beauty of particular bits of vales, of river, of 
cliffs and summits in the scene, but as he rises, he sees more and 
more distinctly the relative harmony of the grand and effective 
view in its entirety with the separate view points below, which 
impresses his mind and uplifts his spirit. 

Certainly we all will desire to join in a vote of thanks to our 
brother accountant for the lucidity and effectiveness of the 
picture which he has drawn for us from the elevated position of 
professional experience and high ethical standard which he 
occupies. 

I will address myself for a few moments to the point of view 
emphasized in the following words of his article, which you will 
find in the October number of THE JouRNAL oF ACCOUNTANCY, 


page 427. 


“The young accountant just engaged in practice cannot expect to com- 
mand the fees of a man who has acquired his professional standing 
through years of hard work. The young man must be content to accept 
smaller cases and smaller fees. At the same time he does not want to 
make the mistake of undervaluing his own services, etc.” 


Such being the measure of that man’s capacity as to the size 
of his cases and the smallness of his fees, must we not also 
concede that we should not expect too much of him at this stage 
of his career either in professional performance, or in strict 
observance of professional ethics, which because of limited educa- 
tion and partial opportunity of observation are as yet but 
imperfectly revealed to him? We can not, it seems to me, expect 


97 








The Journal of Accountancy. 


him to be as well informed as his older associates, regarding his 
ethical duties and responsibilities. As he rises in his profession, 
experience and opportunity will unfold them to him. Meantime 
we say to him, and we may well say to him, as Mr. Sterrett’s 
paper practically does say to him: “ Good-speed to you, young 
man and fellow worker, in improving yourself by hard work in 
professional practice and earnest study of your ethical and moral 
duties. 


“Tf you desire, as you certainly should desire, to win the 
highest prizes of fame and fortune in your chosen occupation, 
you must be diligent and fervent in caring for your small cases 
and smaller fees, in order that by truly conscientious devotion, 
you may lay a truly square foundation for the superstructure 
your ability and skill shall raise upon it. Unremitting attention, 
fidelity and honor must be component parts of that foundation. 
As an expert builder, you must realize that your expectations of 
larger, and yet larger, practice should properly be founded upon 
the extent of your qualifications, and not upon intrigue or artifice 
in any form; that in building for yourself, you are building also 
for the profession of which you are a member, and that therefore 
you have incurred an obligation to exert your best abilities to 
maintain its dignity and honor, to exalt its standing, and to 
extend so far as in you lies the bounds of its usefulness. You 
should also entertain a due respect for the services of those who 
have, by their labors, brought the profession to the elevated 
condition in which you found it. Imbued with the great- 
ness of your mission, you should as time goes on, and your 
experience enlarges, more and more realize your moral duty, 
which is independent of, and superior to all pecuniary consider- 
ations in the practice of your profession. You should conform 
to the code of rules of this Association, which should declare it 
to be derogatory to the dignity of this profession for any mem- 
ber to resort to public advertisement or private cards or hand- 
bills, or the employment of traveling solicitors, whereby the 
attention of the public is invited to particular individuals or 
firms as practicing accountants. You should carefully refrain 
from any of those extraordinary attentions or assiduities which 
are too often practiced by the dishonest for the base purpose 
of gaining applause, and no hint or insinuation should therein be 
thrown out which could impair the confidence reposed in you, or 
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in any way unfavorably affect your reputation as a member of 
an honorable profession.” 


I plead for the man in accountancy, who is doing the best he 
can, if that is what he is really doing, with the mental and moral 
faculties which he possesses. Taking a physical illustration, we 
should not expect the near-sighted person, whether an account- 
ant or otherwise, to enjoy the scenic panorama around St. Paul, 
with the same keenness and delight of vision as the far-sighted 
and clear-sighted person. 

In like manner, all accountants have not been equally favored 
with opportunities of improvement. Not all accountants who 
have received from their State Universities or from State 
Boards of Examiners a certificate of Certified Public Account- 
ant have actually passed the examination provided for candi- 
dates for that diploma. Quite a number, as you are well aware, 
received it under what is known as the waiver clause of legis- 
lation in the respective States. Not all accountants are college 
graduates. The opportunities of accountants for learning the 
elementary principles of our profession, and in practicing them, 
are unequal. This must necessarily be so, for a time, at least. 
One of the objects of our Association is to equalize them, as far 
as possible. I prefer to believe that the accountant who steers 
his professional course with the golden rule as his chart, will 
eventually reach, if his courage does not fail him, the elevated 
standard from which we have been addressed to-day by the 
gifted gentleman who presented this subject for our consider- 
ation. 

In view of some recent discussions in our own ranks 
regarding offenders against ethical professional standards, I ven- 
ture to conclude these brief remarks with the suggestion that even 
when cases unfortunately occur which occasion controversy and 
contention through diversity of opinion, and perchance through 
opposition of personal interest, which possibly may result in a 
final reference of the matter to a trial court or board, that even 
then there is need, from the ethical view point, of remembering 
that the subject matter of such differences may not be easily 
understood or appreciated, if given general publicity, and that 
while the proclamation of an adverse finding may be personally 
injurious to the individuals concerned, such a course can hardly 
fail to bring discredit on our profession. 
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Shall We Organize a National Association of 
Certified Public Accountants > 


By C. N. Vo.ium, 
C. P. A. Pennsylvania. 


It has been deemed proper by a number of the members of 
the Pennsylvania Institute of Certified Public Accountants who 
are also members of your Association, that we should at this 
time lay before the Association a statement of our views as to the 
relations of the American Association to the Certified Public 
Accountants, and in doing so it should be understood that no 
reflection is intended to be cast upon the members of the Asso- 
ciation who have used their utmost endeavors to secure C. P. A. 
legislation without success, but that the inquiry will be on the 
question— 

Is it possible for the American Association of Public Account- 
ants to meet the needs and requirements of the Certified Public 
Accountants, who constitute the large majority of their mem- 
bership, in their endeavor to advance Accountancy as a 
profession ? 

You will all remember, no doubt, that a few years ago, prin- 
cipally through the efforts of Mr. Wilkinson, a national society 
of public accountants was formed, called the Federation of 
Public Accountants, taking in quite a number of C. P. A. Socie- 
ties and also societies of Public Accountants from States 
having no C. P. A. laws, but whose members promised to make 
an effort to secure such legislation. 

This was the first mistake in our view as far as the interests 
of the C. P. A. were concerned. 

The Federation should have been a national association of 
Certified Public Accountants, and our brethren who were striv- 
ing for C. P. A. legislation would have had an object lesson to 
point to, in securing such izgislation, which no doubt would have 
gone far to convince the legislatures of the States of the neces- 
sity of the law, while the Certified Public Accountants them- 
selves by their affiliation with public accountants in the same 
society—with no distinction as to the standing of each—was very 
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apt to impress the law-making powers with a doubt as to the 
necessity of legal recognition. 

The Federation did not suit the views of the Certified Public 
Accountants of New York, nor the American Association of 
Public Accountants,.and after various conferences a consolida- 
tion was formed under the charter of the American Association, 
and to-day we are having the 20th Annual Meeting, not of a 
Certified Public Accountants’ Association, but of the American 
Association of Public Accountants—the Certified Public 
Accountants being absolutely ignored both in the Association 
and before the public. 

This merger was the second mistake in our view as far as 
the interests of the C. P. A. were concerned. 

This merger brought into the present Association from the 
Membership of the American Association— 


8&9 Fellows of whom 
60 were C. P. A.’s 
18 not C. P. A.’s in C. P. A. States 
11 from States having no C. P. A. Laws 
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22 Associates of whom 
3 are C. P. A’s 
16 not C. P. A’s in C. P. A. States 
3 from States having no'C. P. A. Laws 


III 22 


This was the contribution of the old American Association, 
which had been in existence for over eighteen years, to the new 
Association—showing that 34 of their members were from States 
that had C. P. A. laws of which they did not avail themselves 
and that 14 of their members were from States that had no 
C. P. A. laws—and that 63 members were C. P. A.’s and of 
these 63 C. P. A.’s, 34 of them belonged to State societies of 
C.F: A's. 

Some adverse criticism might be made as to the value of this 
merger—in taking in 34 members who would have had member- 
ship through their Associations and 29 C. P. A.’s who could 
have joined their State Associations, the remaining fellows and 
associates being of very doubtful advantage to the new 
Association. 
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Let us go one step further and analyze the present member- 
ship of the Association and we will find that there are about 
544 members entitled to vote, of whom 400 are C. P. A.’s and 
144 not C. P. A.’s, a number of whom are from C. P. A. States. 

These figures are made up from the Year Book, but do not 
show the actual situation, as there are many duplications in 
members at large and in those belonging to a number of societies. 

As a matter of fact there are probably 350 C. P. A. members 
of the Association. 

Is this not a case of the tail wagging the dog? 

Let us go a little further and analyze the State associations 
not having C. P. A. laws, who are members of the Association. 


19 Members of whom 6 are C. P. A.’s 
37 oe “ 8 “ oe “e 


Massachusetts 
Minnesota 


14 

This leaves only 90 members to receive the C. P. A. degree 
under their State laws when passed. 

One, and the only reason, outside of sociability—given for 
taking in public accountants by the original promoters of the 
Federation, was to prevent the formation of antagonistic asso- 
ciations of public accountants. 

Has it done so? . 

To-day, there are organizations entitled ‘ Accountants ” 
with extensive membership—very few of whom are known to 
the public as public accountants—in almost every town of any 
size in the United States who are in evidence before the public. 
It is very certain that they have not hurt the C. P. A.’s, but 
it is not quite so certain whether their high sounding titles do 
not impress the public more than our “ American Association of 
Public Accountants.” 

And what do we Certified Public Accountants say to the 
public by our connection with the American Association of 
Public Accountants ? 

Wherein is our distinctive standing before the public? 

We appeal to our Legislatures that there is a necessity in the 
business world for a class highly trained, amenable to law 
to meet the needs of the business class—that they should be 
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examined by competent officials of the State and if found worthy 
should be entitled to receive the distinctive title of C. P. A. 

Does this mean something or nothing? 

Does it not confer upon a C. P. A. an honor that he cannot 
lightly throw aside, and while conferring an honor does it not 
also place upon him a responsibility that cannot be waived? 

On the other hand—what is a public accountant in the eye 
of the law? 

A man who states, himself, that he is versed in accounts, and 
is fit to be trusted by the business community, amenable to no 
law or oversight. 

Do not understand me to say that there are no accountants 
without C. P. A. degrees that are not the equals of the C. P. A., 
but I do say that the conditions between the two are exactly as 
stated. 

The C. P. A. is amenable to law and is recognized by law 
professionally, and is required to prove his fitness, by examin- 
ation of competent judges, while the public accountant is 
amenable to no law and undergoes no examination as to fitness. 

No matter what we individually may think of Dr. Jones as a 
doctor, yet, he is still a doctor, and although he may not be as 
brilliant as Mr. Smith who has taken the same collegiate course 
as Doctor Jones, but not the degree—he is a doctor, and as a 
doctor demands and receives a certain amount of respect. So it 
is with a lawyer and so it should be with the Certified Public 
Accountant, and although he may, in your opinion, be not quite 
as good as some public accountant you may know, yet he is 
a C. P. A. of legal standing, recognized by the Courts and neces- 
sarily therefore far above any public accountant in the eye of 
the law. 

Now what does membership in the American Association of 
Public Accountants say to the public? 

Does it not say to the public and to the government that there 
is absolutely no distinction between the Certified Public Account- 
ant and the public accountant? 

Does it not say that all of the assertions made to the legisla- 
tures having C. P. A. Laws, or not having C. P. A. Laws, that 
have had such legislation offered, are false, that there is no need 
for such legislation, that the public do not require it? 

Does it not say to the government and to the public, take 
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your pick of any one of us, one is as good as another? To be 
sure, the fellows with a tail to their names are hauled over the 
coals and made to suffer if they do wrong, while the other fellows 
can get rid of all trouble by saying that they did the best they 
could. 

Another matter you must consider in the very near future, 
and that is what we are going to offer the many hardworking 
men who are working in the daytime at bookkeeping and perfect- 
ing themselves in higher accounting at night in the many 
universities in order to become C. P. A.’s. 

In our own city there will probably be 20 applicants in 
November for examination for C. P. A. Certificates of graduates 
of a three years’ course at the University of Pennsylvania. 

What shall we tell them? That they can have their C. P. A. 
certificates and that they can join their local organization, but 
that there is no recognition of their legal status outside of their 
own State, and that their local association is a member of a body 
called the American Association of Public Accountants, where 
all accountants are alike. 

What is the use of spending his time and money to become 
a public accountant—he could do that by merely putting up a 
sign and making claim to ability that he might or might not 
have. 

The vital question is— 

Is the C. P. A. a professional man or is he not? © 

If he is or wants to be considered a professional man must he 
not take such measures as will convince the public that he is 
what he claims to be, and do what other professions have done? 

The doctors years ago cut toe nails, and performed all sorts 
of menial services for their masters, but still they were doctors, 
formed societies as such, and to-day no one will say that they 
have not proved themselves professionals. 

No profession tolerates for a moment a mixture of mem- 
bership of the duly accredited professional and the non-accre- 
dited professional, no matter what his abilities. 

Why is it not time that the Certified Public Accountants 
should have an organization of their own and say to the world, 
“We are fitted for work in our line and subject to the law for 
wrong doing?” 

You may all know that proposed legislation on the following 
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lines has been offered, and will eventually be passed, but you 
may not all know that such legislation is being carefully con- 
sidered by the United States Government. 


An Act 

Requiring the certification of a Certified Public Accountant of the 
State of Pennsylvania, as to the correctness of any financial statement 
issued by any corporation of this State or by any Foreign Corporations or 
Corporations of other States, doing business in the State of Pennsylvania, 
for public information, and to provide a punishment for the violation of 
this Act. 

SECTION 1. Be it enacted by the Senate and House of Representatives 
of the Commonwealth of Pennsylvania in General Assembly met, and it is 
hereby enacted by the authority of the same: That all Corporations of the 
State of Pennsylvania or Foreign Corporations or Corporations of other 
States, doing business in the State of Pennsylvania, upon issuing any 
financial statement inviting the purchase of their Stock or Bonds, or in 
issuing to the public any quarterly, semi-annual or annual Balance Sheets 
or Statements of the condition or business of such Corporations, or any 
financial statements given to the newspapers, financial agencies, or other 
financial statements for the purpose of public information in the State of 
Pennsylvania shall be required to have such statements verified by a 
Certified Public Accountant of the State of Pennsylvania. 

Section 2. If any such Corporation fails to have such certification 
made it shall be deemed and held guilty of a misdeameanor and upon con- 
viction thereof shall be fined not more than one thousand dollars, nor less 
than five hundred dollars, and any officer, agent or employee of such 
Corporation furnishing a false statement, or any Certified Public Account- 
ant certifying to the correctness of a statement issued by any Corporation, 
when it is vitally incorrect or misleading, the officer, agent or employee 
making such false statement, and the Certified Public Accountant certi- 
fying to such false statement, shall be deemed guilty of a misdemeanor and 
on conviction thereof shall be sentenced to imprisonment for a term not 
exceeding two years and not less than one year, or a fine not exceeding 
five thousand dollars, nor less than three thousand dollars, or both. 


To whom does this legislation refer, to the C. P. A. or the 
public accountant ? 

To whom must it refer? 

To the C. P. A., the only legally authorized professional to 
do the work. 

Where will we find the national body of C. P. A.’s from 
whom to select the proper parties to do the work? 

Nowhere!!! 

A sad ending for the time and money spent by many C. P. 
A.’s to get a legal recognition. 
Is it not time to change this situation? 
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Sentiment has committed a fearful wrong in the past to the 
C. P. A.’s, and has put back their recognition for years, and we 
think that now is the time to call a halt, and put ourselves boldly 
before the public, claiming our rights, and feel sure that in thus 
doing we will advance the possibilities of our friends, the public 
accountants, in the passage of C. P. A. Laws, and the little 
while they may have to wait to become members of the National 
Association of Certified Public Accountants will be amply repaid 
them by the increased honors of membership in a professional 
body. 

It is hardly necessary to say that the C. P. A. will never be 
recognized until such a step is taken, and with a nucleus of 
nearly 400 C. P. A,’s, it does not seem that such an undertaking 
should be surrounded with many difficulties. 

It is true that we may miss the good fellows not C. P. A.’s 
for awhile, but when they get their C. P. A. bills through, how 
gladly will they be welcomed to their places and renew the old 
friendship like friends just returned home, knowing that their 
present sacrifice was for their future betterment, and also know- 
ing that while they are waiting there can be no clash between the 
public accountants’ association and the C. P. A. association, 
but each will be a help to the other. 

The membership of the American Association of Public 
Accountants consists of a mixture of Certified Public Account- 
ants, accountants from C. P. A. States, that are not C. P. A.’s 
and accountants from States having no C. P. A. laws. 

A change of name to the American Association of Certified 
Public Accountants could not be made without asking the two 
latter classes to retire, which could not’ in justice be done, as 
some of them have been members of years’ standing, and means 
an indefinite postponement of a National Association of Certified 
Public Accountants under the present association. 

No plan seems feasible except the organization of an abso- 
lutely distinct national organization of Certified Public 
Accountants, if the C. P. A.’s would take their proper place in 
the community, and if they do, although the strides for recogni- 
tion have been wonderful in the past ten years, yet it will be 
safe to say that the end of the following ten years will find the 
profession fully recognized throughout the country, and their 
deliberations and opinions listened to with that respect that 


other professions obtain. 
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The Accountant in World Affairs. 


By Tuomas P. Ryan, C. P. A., NEw York. 


According to my views the accountant has every reason to 
claim that his profession is the oldest brother to commerce, and 
hence has been a decided factor in the progress of civilized man 
from the first crude efforts at exchange and intercourse with his 
fellows to the present age of highly developed world trading. We 
may be sure that amongst the first of those so engaged and form- 
ing an important factor in the operations of the forerunners to 
the present captains of industry, there appeared one whose duty 
it was to calculate the values of commodities exchanged, and 
determine and assemble the interests involved. Here we had our 
first accountant. It is also fair to assume that the first lawyer, 
or his forerunner, did not appear until a dispute arose over some 
such adjustment, and therefore, the accountant was in the field of 
endeavor before the lawyer. 

If men of the first ages of commerce were moved by the same 
motives as impel their present day descendants, we may be satis- 
fied they gave more thought to “ getting what was coming to 
them ” in a financial dispute than to an adjustment of their bodily 
ills, and, therefore, the lawyer must have preceded the doctor. 
This being granted, who can successfully deny the accountant’s 
claim that his is the oldest of the three professions, to which 
reference has been made? 

Unquestionably the accountant through many ages, with the 
modesty which is such a noticeable characteristic of his at the 
present day, continued his labor of love for humanity by keeping 
the accounts straight and helping his fellow men to an equitable 
adjustment of their affairs, and maybe because of that same 
modest inclination to “hide his light under a bushel,” we find 
little or no literature extolling his great virtues or laying down 
definite rules for future guidance, until some few hundred years 
ago. Then for the first time it apparently became advisable to 
give commerce, in an official way, some knowledge of the progress 
made in the science of accounts, and the result was the defining 
of what is now known as the double entry system. This method 
has been followed ever since, and is now generally recognized as 
the only correct way of keeping accounts ; reducing the possibility 
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of errors; affording a true means of verification and permitting 
the production of a showing of results and conditions with more 
certainty, equity and simplicity than by any other known means. 
Naturally, while retaining the principle, methods changed and 
improved as knowledge and commercial intercourse between mer 
and nations increased. 

The importance of the accountant to the world of affairs from 
then on made progress and eventually attracted attention, because 
we find when the British Isles assumed control of world com- 
merce, accountancy for the first time received from the law 
makers recognition as a learned profession, and as being worthy 
of the support and control resulting from such recognition. Thus 
constituted, the British accountant became recognized as the 
leader in matters requiring the attention of “ one especially skilled 
in accounts,” and there was demand for his services in every part 
of the commercial world, and nowhere more so than in our own 
country. Many of us here can recall when the American Public 
Accountants were “ few and far between,” and virtually confined 
to New York and some of the larger cities of the country. 

Within the present generation, however, the United States has 
made more progress commercially than in all those preceding it, 
and the American Accountant, with his greater familiarity with 
the country and its needs, and his closer intimacy with the pecu- 
liarities of business methods found here (and methods peculiar to 
itself will be found in every country), became a necessity. Nat- 
urally this necessity was first recognized and provided for in the 
most highly developed centers, and, therefore, we find the State 
of New York to have been the first to recognize the new con- 
ditions and formulate laws granting certificates to those qualified, 
and providing penalties for infractions of the rules laid down to 
protect the certificate and the public in its dependence upon it. 
This action was followed by Illinois, Pennsylvania and many 
other states, and now a year seldom passes but we find other states 
taking similar action. There is every indication that the legis- 
latures of the various states are ready to further dignify, improve 
and accentuate the accountant’s usefulness as conditions will 
warrant. 

Coincident with this recognition came a large increase in the 
number of men occupied in the practice of public accountancy, 
accompanied by an even greater increase in the demands of the 
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business world for the services of those qualified to serve its 
requirements. So rapidly have the changes taken place that it can 
now be said, with no desire or purpose to draw invidious com- 
parisons, the American Public Accountant occupies almost the 
entire field and is meeting the requirements of the new situation 
with satisfaction to his clients and sufficient glory and other 
compensations to himself. 

Any attempt to define the lines of activity of the public 
accountant would fail because, as a matter of fact, in our country 
he is occupied in almost every type of enterprise with which our 
people are identified. No up-to-date manufacturer is satisfied 
unless he knows positively the cost of his product and that the 
methods of keeping his business records are according to modern 
advanced thought; no merchant, unless he has statistics by which 
he knows constantly the effect of his trading. The promoters of 
new enterprises find the certificate of the reputable accountant an 
invaluable aid in securing investors. The banker is rapidly reach- 
ing the conclusion that the statement of conditions presented by 
the intending borrower has vastly increased weight if certified 
correct bya C. P. A. In all parts of the country wise and honest 
public officials are seeking the aid of the accountant in the exami- 
nation of municipal accounts and in installing modern methods 
seeking greater accuracy and more reliable statistics necessary to 
an economical administration of public affairs. The major por- 
tion of the municipal accounting methods of our country were 
originally formulated by men more familiar with political con- 
ditions and their requirements than that of setting out statistical 
accounts, and no field in accountancy is more easy of improvement 
or more productive of reputation than that of our municipalities. 

His intercourse with the various types of businesses and their 
necessities give him an unusual opportunity of becoming possessed 
of knowledge of the general financial conditions. We, therefore, 
find him not only engaged with the figures and accounts but also 
acting in an advisory capacity on financial problems, expansion, 
contraction and all of the numerous problems involved in the con- 
duct of business and requiring prompt determination and 
speedy settlement of questions as they arise. The lawyer has been 
quick to recognize the value of the trained mind of the accountant 
and settles few problems of a financial nature involving a state- 
ment of accounts without consultation with his favorite public 


accountant. 
109 














The Journal of Accountancy. 


This is the age of the specialist, and the “ jack of all trades ” 
meets with little demand. No specialist is in more general use 
than the public accountant. If those engaged in active practice 
will hold themselves and their fellows to a true sense of their 
responsibilities the present demand for their services will be as 
nothing compared with that of the future. 

These conditions produce responsibilities which can only be 
met by the profession’s full recognition of its duty to the public. 
This duty does not merely consist of devotion to the individual 
piece of work in hand, but also of care that the ethics of the pro- 
fession are carefully guarded; infractions upon the part of those 
within the fold followed by such punishment as can be inflicted ; 
laws passed by which the public may be assured the certificate of 
the certified public accountant represents not merely merit on the 
part of the holder as an accountant, but that morally he may be 
relied upon to not only give his professional duties proper atten- 
tion, but that his findings may be depended upon to represent 
truth and impartiality, and stated with no purpose beyond that of 
showing conditions as they exist. 

In defining bookkeeping the British American Encyclopedia 
declares that there are three systems most generally followed, 
namely, single entry, double entry and mixed. I am inclined to 
believe it is lucky for the public accountant the mixed method is 
found so frequently. Naturally, like the medical man, he is 
largely dependent on the patient who from ignorance finds him- 
self in trouble, and what can be more productive of trouble in 
accounts than a system which may be described as mixed? In all 
fairness, however, I must explain the encyclopedia goes on to 
state that the mixed method is a combination of double and single 
entry systems. The mixed accounts found by the accountant are 
sometimes in double entry, sometimes in single entry, and 
frequently of no entry at all. 

Needless to say to possess ability to correct imperfect methods 
and install others capable of producing the desired results, the 
public accountant must be thoroughly grounded in the funda- 
mental principles of accounts and accounting and their relation to 
the proper distribution of transactions connected with any speci- 
fied business and the production of proper statements of ensuing 
results and conditions. He must be capable of installing systems 
and economical methods of accounting with a paramount care to 
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erect barriers against errors and defalcations—prevention of theft 
is more valuable to commerce than its detection—have at least 
sufficient knowledge of law to be able, in a general way, to deter- 
mine the properties and requirements of co-partnerships and 
corporations and their settlements. 

To deserve his place in this important arm of civilization the 
accountant must possess certain salient characteristics and they 
must be strongly developed. He must have the moral courage to 
declare his results without fear or favor; his judgment must be 
keen and his decision certain ; he must be a judge of human nature 
and by tact avoid repelling those with whom he comes in contact, 
and thus generally succeed in obtaining the co-operation of even 
those whose methods he may later on find deserving of criticism; 
he must avoid all appearance of an assumption of superiority or 
profound wisdom, which not infrequently produces a discordant 
and repellent atmosphere that raises a barrier against otherwise 
willing assistance. His knowledge of his subject must be thor- 
ough and susceptible of demonstration ; he must be absolutely just 
and without bias. He must so far as possible avoid personalities 
or criticism of individuals, deal with principles and facts as he 
finds them, and so far as possible retain the position of the his- 
torian. Yet when criticism is called for or improper conditions 
met he must be without fear and court no favor. 

He must be devoted to the highest ethics of the professional 
man and at the same time possess a knowledge of business require- 
ments, and when occasion arises be the bond between the law and 
commerce. He must be in a measure a combination of judge, 
lawyer, financier and business man, with a special aptitude for 
constructive work and analytical descriptions. He must restrain 
his imagination, be willing to deal with conditions as found, and 
by a happy combination of theory and practice produce methods 
suitable to meet the varying requirements of commerce in our 
rapidly changing civilization. 

With the foregoing qualifications and ideals the public 
accountant becomes an important factor in our progress; is cer- 
tain of large personal rewards both in reputation and financially 
and an invaluable aid to the municipalities of his country, thus 
helping to a better and more upright condition of citizenship in 
political life, and in commerce to a higher moral standard, and to 
more just and equitable conditions as between men. 
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Unless our Association takes strong ground along the fore- 
going lines it will fail to accomplish its avowed purpose of 
advancing the profession of accountancy in our country, and any 
success it may attain will be dwarfed by its failure in this import- 
ant feature. The history of our conventions to date gives every 
evidence of the recognition of this duty and a determination on 
the part of the membership to perform it. 

We must not only advocate such laws as will regulate the issue 
of certificates and the safeguarding of them, but we must seek to 
obtain such enactments as will make examinations and certificates 
by public accountants mandatory in audits of accounts of all 
municipalities, corporations, and other bodies involving the 
savings and capital of the public. 

These examinations and reports should be made for the gen- 
eral stockholders or investors ; results should be made as public as 
conditions will admit, and the accountants engaged must in no 
way be under the control or supervision of the officials whose 
accounts are under examination. Such laws should not only pro- 
vide for examinations, as described, but also for the severe punish- 
ment of the accountant found guilty of dereliction of duty—either 
by the issue of a false statement, failure to report conditions 
as found, or otherwise be a party to an attempt at misleading the 
public. Such laws will be supported by all individuals or corpora- 
tions who desire to conform to correct methods and give “a square 
deal,” and any opposition can be overcome by an intelligent appeal 
to public opinion. Then will cease such scandals as were disclosed 
in the insurance investigations; secret rebates by railroads will 
be impossible, and there will no longer be room for doubt as to 
the actual value of assets and liabilities as shown by statements 
issued by public utility and other corporations, seeking the 
financial support of the investing public. 

When these conditions are brought about the public accountant 
will occupy the place in the world of affairs for which he should be 
qualified, if worthy of the possession of a certificate guarded in 
the manner described: he will also be an invaluable addition to 
the safeguards thrown around the financial institutions of the 
country. Confidence in the stability of corporations will be 
strengthened and panics practically eliminated, by the greater 
knowledge of conditions possessed by the public, and greater faith 
in the statements issued by those anxious to induce investment of 
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The accountant must also interest himself in all educational 
movements by which the future public accountant may be thor- 
oughly grounded in the theory of his intended profession, and 
otherwise educationally prepared prior to his entrance on the 
practical stage of his career. As occasion arises, the qualifications 
necessary to obtaining certificates must be increased and thus pro- 
vision made for the still further inevitable progress of public 
accountancy. 

“In unity there is strength,” and, therefore, our Association 
should be invaluable as an aid in bringing about the reforms and 
improvements which we all have in mind, and which I have so 
feebly tried to picture. It must bend every energy to advance the 
standard of educational and other requirements of applicants for 
entrance to the ranks of professional accountancy ; to assist in the 
enactment of C. P. A. laws in the various states where as yet no 
such laws exist; to punish severely all departures from the true 
ethics of the profession, advance public accountancy, educa- 
tional institutions wherever existing, and advocate laws by which 
examinations by C. P. A.’s shall be obligatory on the part of all 
public utility and other corporations in which the average citizen 
is interested or in which he is invited to invest his savings or 
capital. 

With the described qualifications, attributes and ideals, the 
public accountant is certain to attain and maintain a command- 
ing position in the affairs of the world and receive recognition for 
his handiwork in the upbuilding and preservation of the public 
and private welfare of his country by so guiding and guarding 
business transactions as to force methods of high moral equity by 
a correct and just accounting as between men. 
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The Public Accountant and the Banker. 


By Geo. E. Roserts, 
President Commercial National Bank, Chicago, IIl. 


The Public Accountant and Banker are both outgrowths of 
our highly organized modern business life—and of that most 
characteristic phase of modern business life—the development of 
the use of credit. In no other respect are the advanced and 
enlightened countries so vitally distinguished from the backward 
countries as in the use of credit. Credit is not a substitute for 
capital, but it enormously multiplies the efficiency of capital by 
making it readily transferable and available. The value of a 
country’s capital is redoubled over and over again through the 
instrumentality of credit. If you want to see a country with vast 
stores of capital, but most of it unproductive, look at India. The 
balance of trade with the rest of the world has been in favor of 
India for hundreds of years, and a steady stream of the precious 
metals has been flowing into the country to settle it. The stock 
of gold and silver in India is probably as great as the stock of 
those metals in the United States, but it is an idle stock in India, 
hoarded in temples or buried in the ground. If it were utilized 
as money is utilized in this country, gathered into banks, and 
made the basis of a system of credits, conditions in India would 
be revolutionized. Industries would spring up, factories would 
be built, railroad and irrigation works would be multiplied, 
employment would be given to all the people, wages would rise, 
famines would be at an end, and the masses of the people would 
be lifted from misery and degradation to the level of modern 
civilization. So far as benefits actually realized by her people 
are concerned, the vast quantity of products which India has 
exchanged for gold and silver in these hundreds of years might 
as well have been thrown into the sea. 

With us the banker puts enough capital into his business to 
establish a credit of his own, and then undertakes the custody of 
the thousands of sums which other people have temporarily idle, 
and becomes a dealer in credit. Not only is this a great economy 
to the community in bringing into use the idle hoards, but the 
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efficiency of the stock of money is multiplied several times over. 
There is no question about the enormous benefits to society of 
this modern system of credits. Its benefits are not confined to 
bankers or borrowers, any more than the benefits of railroads are 
confined to the owners or actual shippers. They reach the hum- 
blest member of society. But it is apparent that the soundness of 
this system of credits, and the safety of all industry based upon it 
depends upon value being behind every credit. As said before, 
credit is not a substitute for capital, but a method of transferring 
capital. And as our cities grow, and banks grow and industries 
enlarge and multiply, the granting of credits becomes for the 
banker a constantly more difficult task. At least it is so for the 
banker who relies upon the information he can gather himself. 
In a small community, where everybody knows everybody, and 
all about what he has and where he borrows money and what he 
does with it, where credits are purely local, the banker can sweep 
the whole field from his office window. But in the city no such 
familiarity with the business of customers is possible. Even 
partners in the big concerns now-a-days may not have a very 
accurate knowledge of the state of their own business. Further- 
more the country almost everywhere has outgrown purely local 
credits. In the most remote communities today the banks are 
buying outside paper. One of the most remarkable developments 
of the time is the extent to which deposits belonging to the 
farmers of the Mississippi valley are being loaned to the merchants 
and manufacturers of the whole country to do business on. 
Money is tight in the centers and easy in the agricultural districts 
and the borrowers have gone to the country market. There are 
some good features to this development and some doubtful ones. 
It goes without saying that it is good to have the capital of the 
country fully employed. In some countries they have the branch 
bank system and the head office transfers idle money from the 
branches where it accumulates to other branches where it can be 
used. In this country we have a system of independent local 
banks, and in the past it has been the general practice for these 
to send idle money to the centers on deposit, or perhaps to be 
loaned by the brokers there. Now the practice is growing among 
country banks of investing it in commercial paper. I am disposed 
to think it is a wholesome thing to broaden the money market, 
rather than to concentrate the funds in one city; and to have the 


115 

















aetna 











The Journal of Accountancy. 


borrower go direct to the lender, provided he can go with proper 
credentials. There is some advantage to the banking business 
and to the general situation in having deposits and loans entirely 
independent of each other, so that when a loan is made it is made 
for no other reason than that it is a desirable loan, and when it 
comes due it is paid and the bank may re-invest as it sees fit. 
That phase of it is pretty nearly ideal. 

On the other hand, unless the floating commercial paper is 
good and dependable it creates the most explosive situation we 
have ever had since the national banking system was organized. 
I don’t know anybody with a more acute ear for trouble than our 
friend the country banker, and if in a crisis a cloud should be 
thrown over commercial paper as a class, by the failure of 
several prominent houses, I am apprehensive that the market for 
it might be paralyzed in a day, with very serious consequences to 
all who had become dependent upon it. 

Now if this commercial paper feature is permanent, and I 
believe it is, we must have a regulator, and the best regulator I 
know is a system that will afford full information about the paper 
that is offered. We should know all about it, and the people who 
make it, and here is the work for the public accountant. No bank 
should take a single dollar’s worth of paper unless the issuing 
firm is willing to furnish a satisfactory statement of its affairs, 
and as a rule this statement should be supported by an independent 
audit. The day has gone by for borrowers to be sensitive about 
showing up their affairs. It is not a disgrace in these days to 
borrow money. It used to be considered a sign of distress. For 
that reason the Church in early days forbade the taking of any 
interest. But in our time it is a common business transaction for 
profit. There is no reason why a business house within proper 
limits should not use hired capital. There is an economy and 
advantage to the community in having done so, for it keeps the 
capital of the community fully employed. But it should be an 
open straightforward transaction, in which all the conditions are 
fully understood by all parties. And that is what we are coming 
to in the future and the public accountant will be a means of 
bringing it about. 

The use of the public accountant is another step towards the 
elimination of uncertainty and risk in business affairs. The whole 
tendency of business development is in that direction. Every step 
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of industrial and social progress, from the time when the primitive 
man regarded the other man across a river or over a mountain 
as his natural enemy, to be killed or despoiled, has been along 
this line—the establishment of order, harmony, certainty, organ- 
ization and co-operation in the place of warfare, anarchy, 
uncertainty and risk. There is a constant natural movement for 
the higher and more effective organization of society; just as 
inevitable as human progress, just as certain as that men will 
follow the shortest line between two points just as soon as they 
find it. It all tends to narrow the margin between producer and 
consumer, and improve the conditions of millions. The adoption 
of a common, world-wide standard of value was a step in the 
simplification of the changes. The rise of the public accountant 
means a new factor to promote precision and certainty in the 
exchanges. 

It is worth emphasizing that commerce has a larger motive 
and broader results than personal gain. I always feel like making 
a protest against the scornful references to “ industrialism’” and 
“ commercialism,” which convey the idea that the business activi- 
ties are somehow in conflict with the higher life and development 
of society. It is not only untrue, but the very opposite of the 
truth. The fact is that the higher life of society has been evolved 
through, and by means of these same common, every-day efforts 
and responsibilities. Fron the beginnings of history commerce has 
been the great world civilizer. The contact of men of different 
races and localities, usually brought about in business, has done 
more to overcome the suspicions, prejudices and antipathies which 
have had their roots in centuries of warfare, more to teach mutual 
respect and confidence, to establish an era of friendly intercourse 
and good will, and thereby to elevate and ameliorate the condition 
of the masses than all other influences—because the majority 
of men learn by observation and experience rather than by precept 
and word of mouth. 

It is not strange that the competitive struggles of the business 
world should at first bear strong resemblance to the earlier and 
bloodier struggles of the race. The cunning and deception, the 
selfishness, the various tricks of all trades that are pointed out as 
characteristic of business life were all characteristic of human 
nature before commerce began. They are part of the race inheri- 
tance. They are not originated in business life; they are elim- 
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inated by business life. The influence of business life is to 
eradicate and throw them off. 

The intercourse and relationships that men have in business, 
the daily face to face and man to man contact, tend to develop 
higher standards of conduct. Altruistic sentiments spring natur- 
ally from the higher business life because that life gives a broad 
view of the common interests of men. This solidarity of human 
interests is to be the great development of the future. Nations 
are learning that they are helped and not hurt by each other’s 
prosperity. It used to be that a man’s competitor was his enemy 
as a matter of course, but now every trade and profession, and 
branch of industry has its association for friendly conference and 
the consideration of common interests. The true idea of a 
business career is not that of warfare on a competitor, but honest 
and useful service to the community. Business relations are 
becoming more and more frank, and open, and definite, and are 
based upon a clear understanding of mutual interests. The 
function of the public accountant is to promote this understanding. 
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Professional Accountancy and Education. 
REMARKS OF JOSEPH FRENCH JOHNSON, 


Dean of New York University School of Commerce, Accounts, 
and Finance. 


I will preface my remarks with a brief review of the report of 
the Committee on Education appointed a year ago. The Com- 
mittee endeavored to find out just what the universities and 
colleges of the country are now doing for the preparation of 
young men that are entering accountancy as a profession. As 
they could not visit all of the universities and colleges to see what 
kind of instruction was being given, they were obliged to rely on 
letters and catalogues for information. I will give you a brief 
summary of the encouraging results of the Committee’s inquiry. 

It was found that the subject of accountancy was recognized 
ten years ago in college catalogues, so far as the Committee could 
discover by only one university, namely, the University of Penn- 
sylvania in its Wharton School of Finance. That school was 
founded in 1881, or thereabouts, as a result of a gift of one 
hundred thousand dollars to the university by a friend in Phila- 
delphia, Mr. Wharton. Bookkeeping, according to the terms of 
the gift, was a compulsory subject of study in the school. It was 
not called accounting, and I believe it was not taught as account- 
ing, as accountants I understand do not know anything about 
bookkeeping at all. (Laughter.) Their business is to make the 
other fellow sorry he ever kept books. (Laughter.) 

The Wharton School of Finance within recent years has 
added to its course of study instruction in accounting to the extent 
of six hours of lectures per week through the year. Not all the 
lectures are given in one year of study. There are three years in 
which the student may pursue the study of accountancy in that 
school. 

During the last ten years a dozen or more institutions have 
followed the example set by the Wharton School, so we have the 
following results with the following courses of study and the 
number of hours given to them in each institution. 

The University of Pennsylvania, in which is the Wharton 
School, six hours per week per year, or two hours for three years. 
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Three or four years ago the University of Pennsylvania estab- 
lished an evening school of finance and accounts for the benefit of 
young men who could not pursue the subject of accountancy as 
far as they desired in the Wharton School, and also for the benefit 
of young men who are engaged in business during the day. This 
evening school, as near as I can make out from the catalogue, 
gives a total of eight hours of what is called accounting pure and 
simple, not including any subject closely related such as 
commercial law, or corporation finance. 

New York University established a school in 1900 with the 
cooperation and assistance of the New York State Society of 
Certified Public Accountants. In other words, that School would 
never have probably come into existence had not the New York 
Society taken the work upon itself. The School is an evening 
school, though it has day sessions which are intended for the 
benefit of a few young men who could not otherwise attend. 
But it is primarily established and now exists for the benefit of 
young men in business, bookkeepers, bank clerks, and others who 
desire an education in business subjects. Over one-half of the 
students are looking forward to public accountancy. In its even- 
ing school it offers a total of sixteen hours per week covering a 
wide range of topics. 

The University of Wisconsin in its school, established within 
the last ten years, offers a total of ten hours. This University 
makes accounting a part of its work in business admihistration. 

The University of Illinois this year on account of inability to 
secure a supply of satisfactory instructors in accounting, I have 
been told by the Dean here, is obliged to be content with only 
three hours, but the University proposes to offer a good many 
more subjects. 

Dartmouth College, up in the hills of New Hampshire, has a 
business school of the highest type. It is a school for graduates 
of colleges, called the Amos Tuck School. It not only surprises 
the people, but it surprises educators in its scope. A student who 
finishes a course in that institution is equipped with a liberal edu- 
cation. Possibly he may come in as a special student, but he will 
not get the stamp known as a degree, unless he has previously a 
bachelor degree. The Amos Tuck School offers a total of twelve 
hours per week. It also teaches commercial law, finance, and 
similar topics closely related to your profession. 


120 














. 
— 
. 








Professional Accountancy and Education. 


I think the youngest of our schools, and one in which I am 
greatly interested, is the Cincinnati School of Commerce and 
Accounts, founded only a year ago as the result of the combined 
effort of bank employers and certified public accountants of | 
Cincinnati and the State of Ohio. That institution has opened its 
school year with a larger enrollment than last year, and I believe 
is going to become one of the strongest institutions of its kind in 
the country. 

The Committee was delighted to find that the Pacific Coast is 
doing something, in fact doing quite as much as the Atlantic 
States, or the middle States in this field. In the University of 
California there is a professor of accounting. The University 
gives a total of six hours’ work in accounting. 

The University of Chicago gives a total of six hours in its 
college of business administration. 

The University of Michigan gives a total of three hours. 

The University of Vermont gives a total of six hours. 

Harvard University gives a total of three hours. 

The University of Kansas gives one hour. 

I think this is a.good text to talk about. The topic is not 
business education because that is not of interest to you. It is 
professional education. The accountant to my mind is not a 
business man any more than the doctor or the lawyer. The 
doctor is a professional man in the field of medicine ; the lawyer in 
the field of law; the preacher in the field of religion; and the 
accountant is a professional man in the field of business. It is 
exceedingly important not merely that you should have an edu- 
cation which a professional man needs, or that the young man 
coming after you should be equipped with an adequate education 
in order that the work done by you may be properly done here- 
after, but it is exceedingly important from a selfish point of view, 
the point of view of a higher self-interest, that the education 
which you demand from candidates shall be enough to equip them 
adequately, not only in your own eyes but in the eyes of the public. 
The public will judge you not merely by the work you do, but also 
by the work of the young men who come to take your places. 

So the thing to think about is, are you requiring enough, are 
you requiring from your young men who are to become profes- 
sional public accountants, a broad enough education? Although 
it is part of my business to prepare them for the C. P. A. exami- 
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nation, it is nevertheless my opinion that you should make the 
examination harder, not by making it intensive, but more exten- 
sive among the various subjects in the field of business. The 
accountant, if he is to command the respect.of professional men, 
should demand from the young man entering the profession of 
accounting the same training demanded from the young men 
entering law, medicine, or any other profession. We cannot hope 
to be recognized as a learned profession until that attitude is 
taken. 

So within the next ten or fifteen years I expect to see certified 
public accountants receive a training not merely in the use of 
figures, but in subjects that cover the whole field of the science 
of business. The university cannot teach it all. The university 
does not claim to teach everything about business, but it will start 
the young man on the right track; it will give him some knowl- 
edge of how he may make a living in banking, commercial law, 
transportation, and so on. I do not believe the profession will 
receive the recognition from the public which is its due until we 
recognize the fact that a very broad and liberal education, a 
thorough education is necessary to its professional practice. 
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REMARKS BY Pror. Joun H. Gray., Pu. D., 
of the University of Minnesota. : 


It is a great pleasure to stand before you in order that I may 
bear witness, not to my learning or knowledge, on this subject, 
but rather to my faith and interest in the work to which you are 
devoted. The revelations in the business world of the last few 
years have given new emphasis to Oxenstiern’s famous injunc- 
tion to his son on leaving the university, to go forth and see with 
how little wisdom the world is governed. When one observes 
the imperfect knowledge with which men have undertaken in 
the last generation to manage not only large affairs, but con- 
stantly enlarging and more complex affairs, he is reminded of 
Lord Clive’s famous utterance when he was charged before the 
House of Commons of accepting bribes in India. He was too 
much of a soldier and fighter to deny the accusation, but ejac- 
ulated, “ By God, gentlemen, I wonder at my own moderation, 
when I think of the temptation to which I was subject.” The 
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fact is that the changes in the business world have been much 
more rapid than our philosophy or understanding of them. The 
result has been an inability on the part of those in charge of 
important affairs to know whither they are drifting. In all 
such cases from the days of Socrates to this day, and especially 
in this day, uncertainty always leads to carelessness, and fre- 
quently to dishonesty and corruption. One in my position never 
turns his attention to any phase of education without being 
struck by the contrast between the early centuries and our own. 
Truly in this field history repeats itself. In the good old days, 
the artisan learned his craft or trade by working alongside of 
the master and absorbing not only the master’s handicraft, but 
all his worldly wisdom, his ethical and religious standards. It 
is impossible for a workman to learn his trade or occupation in 
that way to-day, and thank God, we have begun to realize that 
the task heretofore performed by the master workman who was 
a workman himself, must be transferred to the schools. There 
could be nothing better and nothing more hopeful than the move- 
ment toward meeting this particular need. What was true of the 
apprentice in the hand labor world was true until very recently 
in regard to the great and important professions of to-day. 
Those of you who are familiar with Dr. William Douglass’s 
famous tract on the currencies of the American Colonies, will 
recall that he in 1721 was the only physician in Boston who had 
had medical school training. Doctors in those days served an 
apprenticeship to another doctor to learn the trade. The same 
principle applied to the law training until a much later period. 
In fact, it is only within the last century that the three great 
professions of to-day, namely, that of the lawyer, the doctor and 
the engineer, were in any wise dependent upon the schools for 
their professional training. So long as the world was so simple 
and the master had time and inclination to teach the apprentice, 
and no large capital investment and plant, and no high degree 
of specialization were required, the old system was entirely sat- 
isfactory. Nobody to-day questions the desirability or even the 
necessity of technical or professional training in the fields just 
mentioned. But if professional schools in any of these lines be 
necessary, it must be very plain to men in your position that 
systematic training, such as one cannot get by the old method 
ef apprenticeship from your strenuous lives, is necessary to 
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prepare the professional accountant. It is quite as impossible 
for a member of your Association to devote his time to training 
accountants as it is for the great metropolitan lawyer to devote 
his time to making lawyers of men in his office. It is needless 
to say that the theory and practice of accounting are perfectly 
fundamental necessaries for the proper and successful conduct 
of business as we know it to-day, and as it is sure to be in the 
coming generation. Further illustration of the need, therefore, 
of school and university training would seem unnecessary. 


The burden has got to be greater than the professional 
accountants individually can carry. The conclusion is inevi- 
table, that the lower schools must teach bookkeeping and the 
universities must train the accountant in the principles of 
accounting, and in the kindred subjects which are necessary for 
that breadth of view and understanding of the bearings on 
accountancy which gives the accountant command of the situa- 
tion. Our universities have been slow to realize either the need 
or the possibilities in this field. One or two results of this back- 
wardness on the part of the universities may be mentioned 
briefly. The first and most notable one is that young men plan- 
ning to enter the business world in any capacity are either 
plunging into the stream with tremendous odds against them, 
without any university training, or they are deserting the college 
or academic departments for the professional schools of law, 
engineering and agriculture. We have heard much ‘talk in 
recent years in this Mississippi Valley about the ever increasing 
percentages of women in the collegiate or academic departments 
of our university. One reason for this condition is not far to 
seek, namely, that the curricula of our college departments are 
such as to make a special appeal to women, while the men are 
going, as already said, to the professional schools. Perhaps 
sufficient has been said by others, elsewhere, if not here, in 
regard to the examination and licensing of accountants. I need 
dwell but a moment, therefore, on that phase of the subject. If 
my position be at all correct, that the university must furnish 
the training, then by all American precedents and standards, it 
follows that the university should be authorized to superintend, 
if not to conduct, the examination and the granting of licenses, 
for in this way only can the whole work be properly co-ordi- 
nated, and in no other manner can the examining bodies have 
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sufficient influence on the content and method of the educationa: 
process. 

Once more I wish to thank the members of the National 
Association for the opportunity to appear before you, and to 
extend also my hearty thanks to the members of the Minnesota 
Association for the encouragement they have given me in the 
attempt to bring this important matter before the university 
world. I know not what the future may bring forth in the 
university with which I am connected, or in any other, but if 
I know anything, I know that the university which would hold a 
fair proportion of men in its college department and would in 
the long run appeal to the male portion of the population for 
sympathy and support, must assume, and that early, heroically, 
and strenuously, the duty which the progress of the century has 
laid upon them to extend and strengthen all of the departments 
whieh tend to prepare men for what ‘is known as a business 
career, as against the traditional professions, and I do know that 
the training of accountants in the theory and principles of 
accounting, in auditing and in commercial law, must make the 
very heart and core of courses meant to accomplish this purpose. 


Accountancy Education. 


Discussion BY Pror. STEPHEN W. GILMAN, 
of the Umiversity of Wisconsin. 

The University of Wisconsin has been trying to do through 
the public accountants in Wisconsin what the certified public 
accountants in New York did through New York University. 
Our department in Wisconsin is trying to arouse the public senti- 
ment that will bring a C. P. A. law in Wisconsin. I confess to a 
feeling of shame and humiliation that we have failed to do what 
we desired. The reason is because the people, or rather the legis- 
lators, are not educated to the point that you have reached in the 
East. 

The University of Wisconsin’s reason for establishing our 
course in business administration is this: we felt we must have a 
general foundation for business practice from which foundation 
may spring the certified public accountant, or one who is deserv- 
ing of that title. We felt that we must teach from the beginning 
those things which will put the student in possession of that broad 
business training which is so absolutely necessary to an account- 
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ant worthy of the name. We teach him business practice. We 
are in touch with some of the great manufacturing industries of 
Chicago, Milwaukee, New York, Cincinnati, and St. Louis, and 
they send us their pay rolls, and most valuable of all, they send 
us men right out of their offices to talk to our classes. We give 
the students commercial law and plain, old-fashioned bookkeeping 
at the start, and they have a hard time to digest that. The sec- 
ondary schools send us in our State—and I have no doubt, if we 
could have a frank expression, we should find that they send to 
every university in the country—men who are proficient in higher 
geometry, who have read Virgil, who have carried off honors in 
languages, but they cannot add, divide, or multiply and do it right. 

As to the degree of certified public accountant, I hope the day 
will come when we can say to students, that the university of Wis- 
consin is prepared to give them a degree and they will not have 
to slip over to Illinois to get the title. We are unable to-day to 
give our young men the education that they are entitled to have. 
In addition to commercial law and accounts, we give them a 
course in salesmanship and advertising writing; we give them the 
general procedure of commercial life; the writing of technical 
contracts under advanced conditions and so on. We try to reach 
out into all of the great markets of the world to bring what we 
can to the University of Wisconsin. 

We are represented in this meeting to-day because we are 
interested with you all. The Dean of this department of our 
university has asked me to say to you that the University of Wis- 
consin is interested, particularly interested in the work of this 
association. The University of Wisconsin wishes to work in 
entire harmony with you. 





Accountancy Education. 


REMARKS By Pror. M. H. Rosinson, 
of the University of Illinois. 

Professor Johnson told what has been done, Professor Gray, 
what ought to be done, and Professor Gilman, what Wisconsin 
has not done; now I will try to tell you what Illinois also from 
the standpoint of public accountants has not done. It is not 
because we lack the spirit of enthusiasm, but because you and 
your profession have failed to furnish us with any one who is 
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ready to take up the work, the technical side of the profession of 
accountancy, and teach that side of the subject to our students. 
Owing to the liberality of our last legislature we have money 
enough to give a good, reasonable living to any one who is 
enthusiastic over this work, but in some way or other the love of 
your profession is so strong that when once you are in it you 
refuse to come into the educational side of the work with the 
information you could give. We do not blame you. We realize 
that you are working with more difficult problems than you would 
have in working with students, but nevertheless the call is before 
you and someone ought to answer it. The university wants you 
to furnish someone to help out on this side. 

Professor Johnson delighted us in speaking of the science of 
accountancy, or the science of economics. The business world is 
entirely devoted outside of the profession to what we call in 
academic circles, the science of wealth. Professor Gray has 
advised us that he has been led into various difficulties owing to 
the lack of professional training in accountancy in attacking 
certain problems that come before a person who is interested in 
economic developments. Of course no man who is not trained 
in economics can apply those principles to the solution of great 
problems coming up in modern corporations. If you think of it 
for a moment, accounting occupies the same field in the general 
sphere of economics that qualitative chemistry occupies in the 
general field of chemistry. And the chemist who is trained only 
as a qualitative chemist, so he can find out of any particular 
substance the ingredients it contains, is not trained on the 
quantitative side to exactly measure the ingredients. In the past 
the science of economics has been, of course, a theoretical study 
to a certain extent, and although somewhat divorced from the 
business world, the trained economist is also to a certain extent a 
trained accountant. Like the chemist we think he is not qualified 
until he has solved the problem of quantitative as well as qualita- 
tive analysis. 

We have made the mistake for years that we thought we could 
solve all these problems with one side of education, simply the 
quantitative side. When we run up against a practical problem 
we apply the principle of accountancy. To give you an illustra- 
tion: I have been much interested in the last three months, as 
probably all of you have, in this wave of agitation passing over 
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the country in reference to railroad affairs. Of course it is a 
complicated question of what is a just and reasonable rate. It 
involves the most intricate principles of accountancy that call for 
the greatest professional experience, and yet our judges who are 
called upon to decide whether or not the legislature or the rail- 
roads are right in their attitude of what is considered a reason- 
able rate, and to determine that on general principles, are without 
any exact knowledge of whether those principles can be carried 
out in the final analysis. I have often been led to believe that if 
our judges knew a little less law and a little more in regard to the 
science of accountancy, they would come much nearer to what is 
just and reasonable in our economic world and we would get on 
very much more smoothly than we have in the past. 

Now, for these particular reasons it has seemed to me that we 
must lay these two things side by side. Our young men must be 
first thoroughly grounded in the general principles of economics 
as applied in the business world, and for that reason they must 
have a knowledge of economic history. It seems to me the study 
of economic history gives perhaps the greatest inspiration we can 
get, because it causes us to change our views and become a little 
less conservative. So I think outside of a general education and 
a thorough knowledge of the principles of economics, a general 
knowledge of what has been done in the past in the business 
world, is and must be the foundation upon which to build our 
hope for the more technical side of accountancy in its broadest 
sense, beginning with arithmetic, if necessary, and ending with 
the most complicated problem that we are able to solve. Then 
turn the boys over to you, as the young lawyer is turned over 
after a course in the law school. 

This is our idea of what we would like to do, but we cannot 
do it unless we can find some one to help us. The cry from 
Macedonia is still present. We are looking to you for men who 
will offer themselves a Sacrifice to the cause of learning for the 
benefit of the future development of professional accountancy. 





Higher Education for Public Accountants. 
By Seymour Watton, B. A., C. P. A. 


The demand of the age is for educated men. The movement 
in favor of a scientific training for the world’s workers has 
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been an accelerating one, gathering strength from year to year 
in a constantly increasing momentum, until now it is the domi- 
nant feature of modern life. Starting from the time when the 
clerical profession obtained its designation from the exclusive 
possession of what was then called education, it spread to the 
domains of law, medicine and teaching, which then forced the 
clerics to admit them into the classification of the learned pro- 
fessions. Within the memory of men now living, applied science 
has demanded and obtained recognition as a vital necessity 
in the development of modern business methods, and the demand 
arose for educated chemists, electricians and specialists of all 
kinds. Up to this time education had been considered of value 
principally as a mental discipline, so that a smattering of mathe- 
matics, “a little Latin and less Greek” were supposed to fit a 
man for anything in life except the learned professions, and to 
be the best foundation for them. But when the business man 
demanded scientific assistance in his mine, his factory or his 
railroad, the old-fashioned literary college was found inadequate 
to supply it, and the great universities took up the task and 
most nobly solved the problem. They have rapidly added one 
course after another to the curriculum, until the field of technical 
instruction is well nigh covered. 

In this way the courses of a few weeks’ duration devoted by 
the college to scientific subjects have been developed by the 
university into four-year courses in each grand division of 
science, with practical instruction in the application of scientific 
principles to the future work of the students. This movement 
was at first confined to the exact sciences, but has been recently 
extended by some institutions to cover economic science, and 
courses have been established in all the subjects embraced in the 
generic name of economics. 

The last development of the new application of scientific 
ideas has been the attempt to train the scientific business man by 
giving instruction in the principles which underlie all commercial 
transactions. Courses in commerce and finance have been estab- 
lished in many universities and are contemplated by others. 
These include courses in banking, insurance, transportation and 
many other subdivisions of business activity, until it may be 
said that every occupation can now be entered through the door 
of a university education, except one. 
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That exception is the one that most interests the public 
accountant, for it means that there is no way provided for the 
scientific training of persons desiring to obtain the C. P. A. 
degree, except in the cities of New York and Philadelphia and 
locally at a few universities situated in small towns where they 
do not reach any students except those who can afford to give 
their entire time and can reside at the university. 


In most of the large cities, notably in Chicago, there is a 
constantly increasing demand for instruction which will qualify 
a student for passing the C. P. A. examinations, not only from 
those who wish to adopt accountancy as a profession, but also 
from those who realize that such a course of instruction will add 
to their value as office men in commercial establishments. To 
such men the only avenues of learning open are the correspond- 
ence schools in the East, excellent as far as they go, but not as 
satisfactory as direct personal instruction. It is true that some 
of the business colleges attempted to supply the need, but they 
never advanced beyond the elementary stages, and many of them 
have abandoned the attempt altogether. 

In Chicago, at least, the situation is such that there is no 
doubt that a proper school of commerce and finance, including a 
course in accounting, would be a complete success, and the 
Illinois Society of Certified Public Accountants has appointed a 
committee which will doubtless evolve a plan for establishing it. 
The great difficulty is not to find the students or the money, but 
the man to carry out the plan to the best advantage. If any 
one at all approaching the ideal can be found, there is no doubt 
that the school will be established this winter. 


The importance of this matter to our profession can hardly 
be overestimated. All accountants know how difficult it is to 
obtain the proper help in the way of trained assistants. The 
situation reminds us of what was said by an officer of one of our 
large corporations, who was asked whether all the positions in 
his department were filled. ‘“‘ There are men in all the positions, 
but they don’t fill them—they rattle around in them.” We are 
tired of employing the men who think themselves competent 
because they can add up a column rapidly and sometimes 
correctly, but who know so little scientific accounting that they 
cannot be left alone very long, but must be constantly super- 
vised. The British accountants are more fortunately situated 
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than we are, since they can avail themselves of articled clerks 
or apprentices, whom they can train in the best way possible. 
The apprenticeship system has never taken root in this country 
and is only partially replaced by the employment of young men 
who expect to adopt the profession of accountancy, but who are 
very apt to accept positions with commercial houses as soon as 
they have begun to be useful to the accountant with whom they 
have received their training, necessitating the breaking in of a 
new man. Even if the process were always successful, it is a 
slow way of developing competent men, and therefore the ac- 
countants will welcome any movement that will furnish the 
proper material quickly and in sufficient quantities. 


Even those who take a course in accountancy and yet remain 
in commercial positions would be helps to the profession, since 
they would have better ideas of the scope of accountancy 
and would be more willing to avail themselves of the account- 
ant’s services than would those who have very little idea of such 
things and consider an accountant as not much more than a 
sublimated bookkeeper. 

It would probably be best at first to start with an evening 
school of accountancy and commercial law that would demon- 
strate by its financial success that the demand for a higher edu- 
cation is a real one. From this the larger institution could be 
developed as rapidly as was found practicable, until all branches 
of a complete business education on the highest plane would be 
provided for. There is every reason to believe that such a 
school would receive the support of the commercial associations 
and the general business public. One of the results of the 
contact of the business man with the public accountant has 
been to educate him to understand that something more should 
be expected of his bookkeeping staff than the mere trial balance 
with its array of meaningless figures. Although this education 
has not progressed very far as yet, it has made sufficient advance 
to necessitate a higher standard in the accounting and cost 
departments of all businesses, and it is certain that the graduates 
of this school could obtain much better positions in commercial 
houses than if they did not possess the advantage of the higher 
education. 


It must not be supposed that the contemplated school would 
appeal only to boys or very young men. Even in the elementary 
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and very inadequate courses furnished by the business colleges, 
the preponderance of students was among the older men, many 
of whom were in responsible positions. In fact, it is among the 
older men that the demand for higher education is greatest, 
since they have gained a sufficient knowledge of what the real 
requirements are to know that they need a better equipment 
than they have yet been able to secure. 

The Macedonian cry is very real and very insistent. We in 
Chicago have heard it and are searching for a Paul to lead the 
business missionaries, and are prepared to give him all the 
needed help in the way of occasional or regular lectures, as well 
as the financial assistance necessary; and as we have a way of 
doing what we set out to do, there is little doubt that a successful 
school will soon be established, and we hope that other cities 
will follow our example. The great success of the schools in 
New York and Philadelphia should certainly stimulate the 
accountants all over the country to an effort that will be of 
infinite service to our profession. 





Professional Education for Accountants. 


By Lewis H. Haney, Pu. D., 
of The State University of Iowa. 


I would take somewhat different ground from Prof. Gray 
and would lay more emphasis on Economics. I believe 
Accountancy should be based on the science of Economics. 
Long ago economists distinguished the various expenses of pro- 
duction: replacement fund (and insurance), wages, interest, rent. 
It is one function of accounts and accountants to accurately 
record and distinguish in a scientific way these same expenses. 
The underlying principle of cost accounting is that of economic 
function and the end of accounting is to make concrete the 
abstract analysis of Economics. Accounts mean something 
accordingly as funds are differentiated on the basis of economic 
function, and the accountant is the active recorder of the distribu- 
tion of wealth. 

In maintaining that Accountancy should be based on 
economic analysis I would not detract from the importance of 
the former. Its importance can hardly be overestimated. For 
one thing the great concentration of industry and growth of huge 
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and complicated plants, together with the demand for public 
control, have given scientific accountancy a demand of the high- 
est order. Until mysterious “joint costs” are analyzed and 
accounted there cannot be the most efficient regulation of 
industry wliether from the view point of stockholder or general 
public. 

In this connection, allow me to suggest that everything 
possible should be done in the development of Accountancy to 
avoid difference in the use of terms, (1) as between accountants, 
(2) as between accountants and economists. It is unfortunate, 
for instance, for a writer on Accounting to term certain kinds 
of labor “unproductive.””’ Economists had a war over the use of 
this term long ago and it was abandoned as being misleading. 
Progress is frequently delayed by fruitless wars over words. 

At the University of Iowa we have for some time given a 
special Commerce course. In connection with Corporation 
Finance, lectures on Accounting and Auditing have been given, 
and a part of the work in Transportation consists in a careful 
study of railway income accounts and balance sheets. Next year 
we offer two courses directly on Accountancy: (1) a course in 
Accounting and Auditing and (2) one in Business organization 
and Factory costs. Though not located in a large city we feel that 
the demand for accountants and the importance of their work 
is such that the subject must be taught. Cedar Rapids is near 
by, and Des Moines not far off. Members of the Association 
have been uniformly courteous and generous in consenting to 
lecture and the several manufacturing and jobbing concerns of 
Towa City are interested. We can not offer inducements 
sufficient to command the services of a public accountant, but, 
working out from Economics, I am going to gain such an 
understanding of the work as will enable me to lead my students, 
—to add the brains to bookkeeping as Prof. Johnson puts it. 

It seems to me that this educational campaign might be given 
momentum and direction if a committee of certified public 
accountants might be selected to examine courses offered in 
various institutions with the idea of investigating and establishing 
standards, and then modify laws so as to permit those passing 
examinations of the University—perhaps conducted by account- 
ants—to receive the degree, C. P. A. Both the profession and 
the institution would be benefited. 
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EDITORIAL. 
The St. Paul Meeting. 


The editors of THE JouRNAL feel confident that subscribers 
will demand no apology for the unusual character of the contents 
of this number. On the contrary, we take pride in the excellence 
and variety of the contents and felicitate ourselves upon the fact 
that they mark the beginning of a new era, not only for the pro- 
fession of accountancy, but for THE JouRNAL oF ACCOUNTANCY 
as well. With the exception of a few pages the contents of this 
number constitute merely a transcript of the proceedings of the 
Annual Meeting of the American Association of Public Account- 
ants held in St. Paul, October 15-17, 1907. 

We would have our readers note the high quality of the papers 
read at the meeting. The mere fact that a large number of papers 
were submitted would in itself be ground for cheerful comment, for 
the American accountant is an exceedingly busy man, is dealing 
constantly with the coldest of facts,.and is not prone to airing his 
personal views with either tongue or pen. He is practically 
immune from the microbe cacoethes scribendi. THE JOURNAL, 
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indeed has had occasion to deplore the modest reticence of 
accountants and to pray at times for a deluge of ink. Too often, 
when we have asked accountants for contributions to THE 
JouRNAL, have we received the reply, “I regret very much that I 
have not the time to prepare the article you wish.” We mention 
this fact in order that our readers may give the editors due credit 
for the numerous excellent articles which accountants have con- 
tributed to the columns of THE JouRNAL; hoping at the same time 
that we may encourage authorship among our readers. No ac- 
countant, however humble he may regard himself, should hesitate 
to write for THE JouRNAL if he believes he has anything at all 
worth saying. 

But that is not what we started out to say. The contents of 
this number of THE JouRNAL prove not only that many account- 
ants can write if they will, but also that they can write well. As 
we have said, the papers submitted at the St. Paul meeting are 
remarkable for their excellent quality. They prove that account- 
ancy in this country is really in the hands of men who belong in 
the professional class. We doubt if the representatives of any 
profession have listened to an abler paper than Mr. Sterrett’s on 
the subject of professional ethics, or to one in which the appeal 
was made for higher ideals. The discussion which followed Mr. 
Sterrett’s paper was on an equally high plane. It was a frank and 
fearless discussion, yet so tactful in manner and so genuine in its 
purpose, no man claiming perfection for himself, that not a trace 
of personal resentment or bitterness was manifested. Other 
papers and discussions were of a similar quality, and it is not 
remarkable that the university men present, many of whom were 
for the first time attending a meeting of accountants, all expressed 
themselves as delighted with what they had seen and heard, and 
as hoping that they might be able to attend next year’s meeting at 
Atlantic City. 

Another most encouraging feature of the meeting was the 
absence of friction of any sort. In all bodies of professional men 
there always exist differences of opinion with regard to methods 
and policies, and too often, we regret to say, the discussion of 
these differences causes much waste of time and some personal ill- 
feeling; but at St. Paul there was not a single note of discord. 
Important questions were discussed and decided, but no hours, 
either by day or night, were consumed in the ventilation of per- 
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sonal or sectional grievances. The delegates seemed disposed to 
let delicate questions be referred to the proper committees, and in 
general to accept the recommendations of committees as com- 
petent, fair and impartial. The presence of this spirit of harmony 
at St. Paul augurs well for the future of the profession. There 
are some important unsettled questions in the profession, but 
hasty action or ill-considered debate might do great mischief. 
The American Association, for example, must guard its standard 
of membership, yet its standard should not be so rigid as to cause 
the exclusion of a single competent practicing accountant in any 
city of the Union. Here evidently is a subject full of evil possi- 
bilities should it become a topic of extemporaneous discussion in 
an open convention. But if it is handled with tactful diplomacy 
by those having at heart the welfare of the profession, in a few 
years it will be a dead and forgotten issue, for the association 
will have gotten into its ranks all American accountants who 
really deserve the honor. Those who hold that only certified pub- 
lic accountants should be admitted, and those who favor at the 
present time a more liberal policy, will doubtless soon discover 
that they have been working to the same end, C. P. A. laws hav- 
ing been enacted in all the States of the Union. This and other 
similar questions the Association cannot ignore, but under the 
circumstances they are not fit subjects for an extemporaneous dis- 
cussion. We are glad, therefore, that topics of this kind, by com- 
mon consent, were left off the programme at St. Paul, and that 
the minds of the delegates, therefore, were concentrated upon 
subjects of real and wholesome interest to the entire profession. 


Thomas P. Ryan, C. P. A., (New York), a member of the 
Executive Committee of The American Association of Public 
Acountants, died December 24, at his home, 509 Riverdale 
Avenue, Yonkers, N. Y. The funeral took place Saturday, 
December 28, from St. Mary’s Church, Yonkers. The sudden 
death of this able and much loved accountant brings a sense of 
deep personal loss to a host of warm personal friends. A fitting 
obituary notice will appear in the January issue of THE JouRNAL. 
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PROCEEDINGS, 


American Association of Public Accountants, 
Twentieth Annual Meeting, 


St. Paul, Minnesota, 
October 15, 16, 17, 1907. 


First Session, Tuesday Morning. 


The Twentieth Annual Meeting of The American Association of 
Public Accountants was called to order by President Elijah Watt Sells, 
of New York, at 10 o’clock on the morning of October 15, 1907, in the 
parlor of the St. Paul Commercial Club. 

Addresses of welcome and responses were delivered as follows: 


Address of Welcome. 


By H. M. Temp te, 
of the Minnesota Society of Public Accountants. 


On behalf of the Minnesota Society of Public Accountants, I extend a 
most hearty and cordial welcome to our State. We are especially pleased 
to greet the ladies, and their pleasure will be our chief responsibility. Min- 
nesota has been very properly selected as the place for holding the 
Annual Meeting of the American Association of Public Accountants. 

As you have been advised in the current number of THe JourNAt, 
Minnesota holds a very prominent place in the annals of accounting. 
When this State was about to become a member of the National Union 
the subject of standardizing of state accounts was thoroughly agitated, 
and in 1858 Minnesota placed on her statute books the first legislation 
for the standardizing of municipal accounts. This law was modified in 
1878, and was the first law that was ever placed on the statute books of 
any state in the Union recognizing a person skillful in accounting. 

We shall in our humble way do everything in our power to make your 
short stay as pleasant as possible. We have with us Mr. Anton Schafer. 
our State Examiner, who is here to represent the Governor, and will 
extend to you a welcome on behalf of the State of Minnesota. 


Address of Welcome. 
On Behalf of the State of Minnesota. 
By Hon. ANTON SCHAFER, 
State Public Examiner. 


I think I would rather address you in my own capacity as Public 
Examiner than to take the place of the Governor of Minnesota, because 
I know your expectations have been built upon hearing a speech from 
the Governor, who is a gentleman pre-eminently qualified to instruct and 
interest you, being an orator of the best type. 
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I realize more than anyone else in the State, being in touch with all 
the public utilities and institutions, such as schools, railroads, etc., the 
absolute need of public accountants. The ordinary business man, the ordi- 
nary individual in this country, ought to have a guardian appointed over 
him. (Laughter.) He cannot understand things, and needs a man edu- 
cated along correct lines to help him act properly for his own interest and 
welfare. You know we now have great building associations doing busi- 
ness all over this country, and their contracts read in such a manner that 
the ordinary business man can hardly make anything out of them. If he 
finds for any reason he wants to get out of his contract, or does go out, 
he sacrifices everything he has put in, simply because he has not studied 
the contract, and in many cases would not understand it if he did study it. 
This is an education by itself and attention ought to be called to it. You 
people are qualified, you are educated up to that business, and it is your 
place to transact such business as that. 

Public accounting is in its infancy. More and more of it is being done 
every day, and it is only a question of time when public accountants will 
be engaged by wholesale houses to audit their accounts. I know it is now 
done by some firms in New York City, and they could not do business 
unless they had a system of that kind. It is a business that must go into 
details. The time is not far distant when public accounting will take its 
proper place and receive the recognition to which it is entitled. 

I will say no more at this time, because I know you have come here 
to transact business and not to listen to speeches. I will simply in the 
name of the Governor bid you welcome to the great State of Minnesota, 
and express the hope that your stay within our borders may be one of 
both pleasure and profit. 


Address of Welcome. 
On Behalf of the City of St. Paul. 


By Hon. Louis Betz, 
City Comptroller. 


His honor, the mayor, has asked me to take his place, and in his 
behalf and in behalf of the City of St. Paul I bid you a most cordial wel- 
come to this municipality. I appreciate the importance of your association 

and am proud to welcome such a distinguished body to our city. We 
know your deliberations are of great importance, not only to the immediate 
members of this association, but to the commercial world of the United 
States especially. We know you have a large task before you individually 
and collectively. Public accountants will be called into play more than 
ever before in this great controversy that is going on between the National 
Government and the railroads, and it will be your place to straighten out 
the entanglements that exist. Therefore, the honesty and integrity of 
every public accountant will be put to a test in the next nine or ten years, 
and the signature of a public accountant accompanying any document will 
become a guarantee of its correctness. 

For that reason we, as citizens of St. Paul, are proud to have you with 
us, and we are glad the City of St. Paul received the distinction of being 
permitted to entertain your association. 


A Greeting. 
On Behalf of the St. Paul Commercial Club. 
By Frank Y. Locke, President. 


We deem it an honor that we were chosen as the entertainers for your 
meeting this year. The Commercial Club of St. Paul is one of the most 
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important, if not the most important, of the commercial bodies in the 
city, and it seems to me especially fitting that your deliberations should 
be held here within the club rooms. You are a body of men whose busi- 
ness it is to find financial disease in the business world, and not only that, 
but you are to suggest remedies for it, and so I say that it seems most 
fitting that your deliberations should be held within our club rooms. We 
are pleased to extend to you the courtesies of the club and to welcome 
you to the City of St. Paul. I want to assure you that we shall be glad 
to do anything in our power to make your stay with us a most pleasant 
one. 


Response. 


On Behalf of the Association. 


By Rosert H. Montcomery, C. P. A., 
of the Pennsylvania Institute of Certified Public Accountants. 


I am sure each delegate from the fourteen or sixteen states repre- 
sented would like to express his appreciation of the hospitality extended 
and the kind reception granted us on this occasion. We congratulate our- 
selves on our good fortune in voting last year to hold this convention in 
St. Paul. Some of us arrived Friday, Saturday and Sunday, and all of us 
have been amazed at what has been done to extend the freedom of the 
city and the freedom of the clubs, and your effort in every way to afford 
us a good time. We know from what has happened the last few days that 
this convention will be one of the best that this association of public 
accountants has ever held in this country. Former annual meetings have 
been taken up more or less perhaps with politics, but at this time the edu- 
cational and ethical features of public accountancy are to be considered 
and political matters are to be relegated to the background. 

I think, Mr. President, the delegates can and will individually express 
their appreciation of the work of the Minnesota Society. As the last day 
of our meeting comes, as the delegates go home, one by one, we cannot 
as a body, but we can as individuals express our appreciation of the work 
— been accomplished and of the very cordial reception we have 
received. 


The roll was then called by Secretary Roberts, who reported a quorum 
present. 
The President appointed the following Committee on Credentials: 
Rosert H. Montcomery, Pennsylvania, Chairman. 
J. A. Cooper, Illinois. 
Tuos. P. Ryan, New York. 
Tuos. S. Spurr, Massachusetts. 
G. B. Green, Minnesota. 


On motion, the Convention took an adjournment until 2 o'clock. 


Second Session, Tuesday Afternoon. 


The second session of the Convention was called to order by the 
President at 2.30 o’clock. 

The following report of the Committee on Credentials was received 
and unanimously adopted: 


139 








The Journal of Accountancy. 


Report of Committee on Credentials. 


Members of the Association. 
Total Societies in our membership ........... 15 
Societies represented ....... cepvevecenvcccecs 13 
Credentials received from Michigan—Delegate 
MOE POOSEME ... 20. sees scrncoees Jasescceve I 
Credentials not received from Georgia........ I 
oom 15 
Total votes of Societies represented by delegates............ 442 
BEREEGAM onc cece cece cence cccescceccccceseecteneccscescess 12 
SEE 545.450 360 o naaeubeweng abn is ae ialink 6<664000060e0 8 
NE RS ee re ea 462 
Fellows at large: 
ROC OCCT ot Ee EOL Oe Cree 6 
ns Sst enc caaeibed haueeaneenaee ans 17 
23 


Respectfully submitted, 
R. H. Montcomery, Chairman. 


On motion, the reading of the minutes was dispensed with. and the 
minutes of the April meeting as they appeared in THe JouRNAL OF 
ACCOUNTANCY were unanimously approved. 

The President then submitted the following report of the Board of 
Trustees : 


Report of the Board of Trustees. 


The Board report that they held their regular meeting at the Coin- 
mercial Club, St. Paul, on Tuesday, October 15, 1907, with the following 
members present: 


E. W. Sells, President; Thomas Cullen Roberts, Secretary; Guy H. 
Kennedy, Treasurer; A. G. Platt; A. E. Fowlie; E. E. Gore; Fhos. S. 
Spurr; H. W. Temple; H. T. Westermann; Frank G. DuBois; T. P. 
Ryan; J. S. M. Goodloe; Adam A. Ross, Jr.; E. S. Elliott; Franklin 
Allen; R. H. Montgomery; John A. Cooper. 


The first report considered was the report of the Committee on Elec- 
tions, Qualifications and Examinations. The committee recommendations 
as to applications of Fellows and Associates of State Societies were 
agreed to. 


Report of Committee on Elections, Qualifications and Examinations, 


Your committee have passed the following resolutions: 


RESOLVED, That this committee report favorably to the Board of Trus- 
tees on the application of the “ Certified Public Accountants of Louisiana ” 
for membership, provided that they eliminate the word “ Certified” from 
the title of their Society in all correspondence and that the members of the 
Society also omit said word “Certified” from their letter-heads, corre- 
spondence, etc., and practice as members under tthe name of their Society 
as “ Public Accountants of Louisiana” until such time as legislation is 
granted to them to use the word “ Certified.” 

ResotveD, That this committee unanimously disapprove the application 
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of the Associated Certified Public Accountants of California and said 
disapproval be respectfully reported to the Board of Trustees. 
Your committee recommend the admission of the following members: 


Society Fellows. 


New Jersey—William T. Sawyer, John Flint. 

Tennessee—Harry L. Harsh. 

Massachusetts—Chauncy B. Allen, Richard W. Wright, Andrew 
Stewart, Gerald Wyman, Walter C. Wright, Norton E. Setchell, Edward 
L. Parker, G. Duthrie Strachan, Henry A. Piper, Horace H. Sawyer. 

Ilinois—Harold Bennington, John H. Brown, Herman J. Dirks. 

New York—Howard B. Cook, Edgar B. Brinkerhoff, Phillip B. Gaynor, 
Leslie N. Simson. 

Pennsylvania—C. C. Carson, Richard L. Heverle, William Sarel Lynne, 
John R. Lynn, William Harry Miller, Edward P. Moxey, Jr. 

California—George Timothy Klink, John F. Forbes. 


Society Associates. 


New Jersey—Bartholomew E. McSheehy, William H. Beidelman, Elial 
T. Foote. 

Tennessee—T. A. Andrews, A. A. Parsons. 

Massachusetts.—Arthur T. Byrnes, Hugh Dysart, Waldron H. Rand, 
George L. Bishop. 

Michigan—R. J. Bennett. 

Minnesota—R. D. Webb. 

Ohio—Fred Watson, Joseph D. Cloud, O. C. McCinkie, A. W. Patrick, 
A. Stoher, W. H. Jones, W. E. Langdon. 

Missouri—Louis G. Peloubet, A. H. Pogson, P. Y. Pogson. 


Respectfully submitted, 
FRANK BroakKer, Chairman. 


The Louisiana Association of Public Accountants was admitted to 
membership in this Association, it being understood that the membership 
of the so-called Louisiana Society of Certified Public Accountants shall 
form themselves into an Association under the above name to serve until 
that State enacts a “Certified Public Accountant” law. 

A Special Committee of five was appointed to consider the applications 
of those who are not members or associate members of State Societies. 
Those composing that committee were Messrs. Ryan, (New York); 
Vollum, (Pennsylvania); Elliott, (Tennessee); Gore, (Illinois); and 
Platt, (Colorado). 

On the committee’s report the following named were duly elected 
Fellows-at-Large of this Association: 


Fellows-at-Large. 
William Gaines Austin, Mobile, Ala.; Thos. Charles Cannon, F. C. A., 
Sioux City, Iowa. 


The reading of the report of the Committee on Professional Ethics 
gave rise to lengthy discussion respecting Docket No. 1. Docket No. 1 
was withdrawn from the report and was referred to the new Executive 
Committee as preferred business, for action by them under Trial Board 
Rules (Art. VIII.) of the By-Laws. The report, as approved, follows: 
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Report of the Committee on Professional Ethics. 


The Committee on Professional Ethics have the honor to report that 
during the year now closing, references to them for consideration have 
been four in number, one of which was in the form of a request for a 
ruling upon a delicate situation in which a member of the Association 
had become involved, and the other three were in the nature of protests 
against the business methods of certain members as being in violation 
or subversive of the well-known rules of ethical conduct and comity 
between professional brethren. 

Rather for the purpose of giving members a general idea of the bene- 
ficial character of the work of this committee and obtaining full con- 
sideration for their recommendations, than from any desire to dwell 
unduly upon details that have already been judicially considered, we sub- 
mit herewith an abstract from our files: 

Docket 1. This committee is of the opinion that a method of doing a 
professional business,where the public is not informed as to the distinction 
between a firm itself and an incorporated audit company, is ethically, 
legally and practically wrong; is contrary to the spirit of this Association, 
and should be condemned. 

Docket 2. A member of an affiliated society became involved in a 
controversy with a Public School Board as to their demand for the modi- 
fication of a report which in its terms of criticism was severe and apt 
to draw censure upon the Board from the community. This committee 
advised as follows: 

“An auditor of public bodies and institutions owes his first duties to the 
public as tax-payers. 

“The form of the modified report was correct, as a practitioner should 
weigh the effect of elaboration and criticism in his report upon the mind 
of the public, who cannot construe such circumstances as an expert or 
financier would. It is no part of an auditor’s duty to dwell unduly upon 
conditions which are in the custody of trustees of average intelligence. 
On the other hand, it is a fundamental rule of professional ethics that 
the client should never be permitted to dictate or alter a report. 

“An auditor at each recurring service must draw proper attention to 
the conditions that deserve notice, regardless of prior statements. 

“It is the duty of the auditor to concern himself with the adequacy 
or otherwise, of any feature of the conditions embraced within the scope 
of the audit, physical, financial or technical.” 

Docket 3. A firm of accountants who are members of a constituent 
society solicit patronage by form-letter correspondence, the text of which 
was undignified and a parody on another profession. This committee 
reported, agreeing with the complainant, that this form of solicitation 
not only was unprofessional and wanting in regard for the dignity that is 
expected from members of this Association, but the direct effect upon the 
recipient of such letters is most harmful to the profession at large. 

Docket 4. A member of a firm of public accountants, and a member- 
at-large of this Association, is complained of as using miscellaneous and 
unofficial initials after his name on the printed matter of his office. This 
is only one instance of a pernicious practice which is far too general. It 
tends to belittle and, in fact, ridicule the statutory degree of Certified 
Public Accountant, and it does not require a great stretch of the imagina- 
tion to see that eventually the business public will treat all such conceits, 
including the form that is officially recognized, as no more than farcical 
and leaning to buffoonery. This committee has, therefore, recommended 
that the Committee on By-Laws establish a rule dealing with this 
important matter. Respectfully submitted, 

no. A. Cooper, Chairman, 
(Signed), Wusztam A. Lysranpn, 
Epwarp L. SUFFERN. 
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The reading of the report of the Committee on Conciliation developed 
considerable discussion. That portion dealing with the lamentable rivalry 
in California and Minnesota, in both of which States there are two 
accountant societies, one of which in each State is a member of this 
Association, was withdrawn and referred to the new Board of Trustees 
for their prompt action. The remainder of the report which was approved 
is as follows: 


Report of the Committee on Conciliation. 


Your Conciliation Committee begs to report as follows: 

During the past year differences existing between rival societies of 
public accountants in California and Minnesota have been referred by the 
Executive Committee to the Conciliation Committee for adjustment, and, 
if possible, settlement. 

The services of this Committee have been tendered to each of the two 
societies in the States named, but we regret to report that, up to this 
time, we have been unsuccessful in harmonizing such differences. 

Your Committee begs to recommend an amendment to the present 
Constitution and By-Laws providing for compulsory arbitration of such 
differences as now exist in California and Minnesota, and in the event of 
the non-acceptance of the findings of such “ Arbitration Committee,” the 
forfeiture of membership in The American Association of Public Account- 
ants, but providing for an appeal (to the Board of Trustees, or to the 
delegates present at any annual meeting) from the decision of such 
“ Arbitration Committee.” 

There are at the present time one or more “ Menbers-at-large”” who are 
also members of the junior societies in both California and Minnesota ; 
this fact should justify The American Association in insisting upon a 
settlement of any and all differences, such settlement being based upon an 
investigation of and report upon all facts connected with each case, by a 
fair minded and impartial committee. 

Respectfully submitted, 
J. S. M. Gooptoe, 
ERNEST RECKITT, 
ALLEN M. SMart, 


Committee on Conciliation. 
The following reports were received and approved: 


Report of Committee Annual Meeting, 1907. 


To THE BoArD OF TRUSTEES OF THE AMERICAN ASSOCIATION OF PUBLIC 
ACCOUNTANTS. 

Gentlemen :—We are pleased to submit herewith program of the 20th 
Annual Meeting, which is being held in St. Paul, Minnesota, October 15, 
16, 17, 1907. 

In arranging this program, we have endeavored to follow the sug- 
gestions outlined in President Sells’ 1906 inaugural address, and the sub- 
jects “ Professional Ethics” and “ Education” have been given every 
prominence. 

The paper on “ Professional Ethics,” by Mr. J. E. Sterrett, of Phila- 
delphia, is a masterpiece, and will be a reference and guide to the pro- 
fession for many years to come. 

Sincere thanks from the Association are due to Mr. Sterrett for his 
interest and kindness in thus contributing to our pleasure at this meeting. 

The Universities of New York, Pennsylvania, Illinois, Wisconsin, 
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Nebraska and Minnesota have, at our request, sent special representatives 
to this meeting, and will céoperate with us in all matters of education, 
as the same may relate to the profession of accountancy. 

Among the special features that have been arranged, prominence may 
be given the interest manifested by the Consolidated Publicity Bureau of 
St. Paul, and under its guidance, every city of importance in the United 
States will be advised of our deliberations, and we owe a debt of grati- 
tude to Mr. Curtis L. Mosher, its manager, for his energy and zeal in 
contributing to our educational features. 

Attention is directed to the banner of The American Association of 
Public Accountants, which makes its first bow at this our 20th Annual 
Meeting. We recommend that an engrossed memorial of thanks is 
due to the St. Paul Commercial Club for the courtesies they have extended 
our Association, in permitting us the use of their beautiful parlors for the 
purposes of our Annual Meeting. 

The entertainment features provided, with the exception of the Annual 
Banquet, are on the initiative of the Minnesota Society of Public Account- 
ants, who have been ably aided and assisted by a special committee from 
the St. Paul Commercial Club and other Civic organizations. 

The Banquet, which is the official entertainment of the American 
Association, will be held at the Hotel Aberdeen, and it is believed that the 
program provided will be found interesting and instructive, as the sub- 
jects to be treated are timely and important to the future of the profession 
of accountancy. 

Invitations have been issued to the various Canadian Societies of Char- 
tered Accountants, and acceptances have been received from the Dominion 
Association of Chartered Accountants, and for the first time we will have 
the pleasure of greeting representatives from the Manitoba Institute of 
Chartered Accountants, which is representative of accountancy in Western 
Canada, and from the nature of replies received to our Announcements, 
from our own members, it is believed that we will greet many new faces, 
and miss many who have heretofore been prominent in our councils. 

Attention is directed to the length of ovr program, and it is urged that 
formal matters of our Association be handled with promptness and 
despatch, as we have at this meeting an array of papers and discussions 
worthy of the studious attention of every Public Accountant. 


Respectfully submitted, : 


Hersert M. TEMPLE, 

J. Porter Jopuin, 

Haroitp R. Haypden, 
Committee 1907 Annual Meeting. 


Report of the Committee upon Standard Schedules for Municipal Industries 
and Public Service Corporations. 


Your committee desires to report that it has held but one meeting since 
its last report to the Board of Trustees, at New York, on April 16, 1907. 

Your committee is able to report progress in various practical direc- 
tions, and can point to the acceptance of the principles of the tentative 
schedules, submitted in its last year’s report, by a number of important 
public service corporations and by various Bureaus and Commissions con- 
trolling municipal industries, etc. 

The committee, therefore, desires to express itself as having been much 
gratified by the interest awakened during the past year in the subject under 
its supervision, and would suggest that this committee be discharged with 
the further suggestion that as future questions arise, or requests be 
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received by the Association, with respect to uniform accounts for public 
service corporations, that special committees be appointed from time to 
time to deal with such questions. Very respectfully, 


Harvey S. CuHase, Chairman. 
E. W. SELLs, 

H. W. Wi.mor, 

L. H. Conant, 

Rosert H. MontTcoMEry, 

H. BowMan. 


Report of Committee on Department Methods of the Government. 


Your Committee on Department Methods begs to report that during 
the past year it has céoperated with the Government’s Committee on 
Department Methods, which was appointed by the President, and it has 
given considerable time and thought in reviewing the reports of the assist- 
ant committees of the Government’s Committee. 

Since its last report your committee has held frequent meetings in New 
York, a special meeting was held in Washington, and several days were 
spent in New York conferring with the Special Committee on Treasury 
Bookkeeping. 

At the suggestion of your committee, as noted in a former report, a 
number of assistant committees were appointed by the Government’s Com- 
mittee. The work of making investigations and suggestions regarding the 
details were assigned to these assistant committees, and your committee 
has acted in an advisory capacity. 

Reports were made by your committee, and its recommendations were 
adopted and included in the reports to the President of the Government’s 
Committee. The secretaries of their respective departments have issued 
orders to carry these recommendations into effect. 

In addition to reviewing many reports of the assistant committees on 
accounting methods, your committee has examined a number of reports 
relating to general business and office practice. 

The subjects reported on by your committee which are of the most 
interest to the accounting profession are as follows: 

First, Cost keeping in the Government service. 

Second, Auditing disbursing officers’ accounts by check vouchers. 

Third, Treasury bookkeeping. 

The results obtained from the above may be summarized as follows: 

First, it was recommended in the report on cost keeping that all the 
departments of the Government should devise proper systems of cost keep- 
ing, similar to those kept by industrial concerns generally, and particu- 
larly those branches of the service in which manufacturing is done. The 
secretaries of several of the departments, and a number of the Government 
offices are investigating and installing cost systems. 

Your committee also revised a pamphlet written by the assistant com- 
mittee, called “ Primer on Cost Keeping,” in which some of the general 
principles of cost keeping are set forth. 

None of these committees submitted any cost systems in detail, because 
of the time it would take to devise such systems for the numerous kinds 
of business conducted by the Government. 

The report to the President by the Committee on Department Methods 
on Cost Keeping in the Government Service is dated December 29, 1906, 
and the “Primer on Cost Keeping” referred to above is included and 
made a part of this report. 

Second, the practice of reqjuiring public creditors to receipt for moneys 
in advance of actual pa ent, will be discontinued after September 30, 
1907. The disbursin cers’ checks will, thereafter, be accepted as the 
receipts or vouchers for * the payments; and instead of auditing the disburs- 
ing officers’ accounts with receipts obtained in advance of payments, they 
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will be audited with the paid voucher checks of the disbursing officers. 
This is fully set forth in the report, dated January 9, 1907, made to the 
President by the Committee on Department Methods on “ Assembling 
Disbursing Officers’ Checks and Vouchers and the Verification of Disburs- 
ing Officers’ Balances.” Treasury Department Circular No. 52, dated 
July 20, 1907, signed by the Comptroller of the Treasury, and approved by 
the Secretary of the Treasury, has been issued to carry these recommenda- 
tions into effect. 

Third, under date of July 1, 1907, the bookkeeping of the Treasury 
Department was changed from what is commonly known as the single 
entry plan to what is termed the double entry plan. This is the most 
important change, and your committee gave considerable time and thought 
to the general plan and accounts with which the double entry books would 
be opened. 

The methods of the Treasury Department were first thoroughly 
examined by the Special Committee on Treasury Bookkeeping, and that 
committee made a report, in which the system in use was outlined and 
changes were recommended. 

This report was reviewed by your committee at conference held both 
in New York and Washington, and the report, dated January 19, 1907, to 
the President of the Committee on Department Methods on Treasury 
Bookkeeping was the result of these conferences. It was therein recom- 
mended that the double entry or balance system of keeping accounts be 
installed in the Division of Bookkeeping and Warrants of-the Treasury 
Department. 

In this report your committee offered, in the event of the adoption of 
the double entry system, to give consideration to the details necessary for 
the outlining of the system, and for its installation. The Honorable Leslie 
M. Shaw, Secretary of the Treasury, when the report was made, gave 
general orders that the double entry system of bookkeeping be adopted, 
and the members of the Special Committee on Treasury Bookkeeping were 
instructed to prepare the necessary forms for the installation of the double 
entry system to take effect on July 1, 1907. 

This was, of course, a large task, and the Special Committee immedi- 
ately went to work, and by an order of the Secretary of the Treasury that 
committee was directed to come to New York to confer with your com- 
mittee. Following out this order, conferences were held in New York 
lasting several days during March, and the general plan, accounts and 
books were determined upon. The Special Committee was to carry out 
these suggestions and a further report, giving in detail the outline of the 
system, the classification of accounts and copies of the proposed forms, 
was to be submitted to your committee. 

This plan of submitting the details was not, however, done in advance 
of having the books and forms printed, the Special Committee giving as 
a reason that there was not sufficient time to have these reports passed 
on, if the books were to be printed and ready by July 1st, the date when 
the new system was to be installed. 

In this way the Special Committee relieved your committee of passing 
on the details, though during June it did submit a classification of accounts 
and copies of forms. Inasmuch as it was then too late to make changes, 
it was deemed best that your committee should not report on these details. 

Treasury Department Cicular No. 38, dated June 17, 1907, signed by 
the Comptroller of the Treasury, and approved by the Secretary of the 
Treasury, has been issued for the installation of the double entry system 
of bookkeeping in the Division of Bookkeeping and Warrants. 

It will be noted from the above that while there is considerable that 
should be done toward improving the accounting methods of the Govern- 
ment, several important steps have been taken during the past year; and 
it is to be hoped that the officials of the Government will continue to work 
in this direction. 
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In closing this report, your committee calls attention to the following: 

The work of the Committee on Department Methods has created among 
the Government employees a desire to improve their knowledge of account- 
ing methods to such an extent that last year “ The Association of Ameri- 
can Government Accountant” was formed, which now has a membership 
of more than five hundred. Under the auspices of this association a 
monthly magazine called “The Government Accountant” is published, 
the first number of which is dated May, 1907. 

Many of the Government offices are investigating their accounting sys- 
tems, and a number of them have and are now employing public account- 
ants for the purpose of improving their accounting methods. 

While your committee believes that the important part of its work is 
completed, it has been advised that the Government’s Committee intends 
to proceed with the work. Your committee, therefore, suggests that the 
Committee of the American Association of Public Accountants be 
continued. . 

Respectfully submitted, 


(Signed) Henry A. Nizes, Chairman. 


Report of Committee on Journal of Accountancy. 


Your committee have pleasure in reporting that the subscription list of 
Tue JouRNAL oF ACCOUNTANCY has increased considerably during the last 
year. Its growth has been particularly noticeable among business men of 
a high grade, including managers of department stores, factories, and 
financial institutions, and including also many students of accounting and 
finance in American universities. The growth has not come suddenly, 
but has gone on steadily, and warrants the statement that THE JouRNAL 
is exerting a large and increasing influence, not only among accountants, 
but among business men generally. A point to be noted is that a per- 
centage of the subscriptions are from foreign countries, particularly 
Japan, England and Australia. 

Your committee believe that the high quality of the matter appearing 
in THe JourNAL speaks for itself. To those accountants who have con- 
tributed to the pages of THe JouRNAL much praise is due. They have 
given freely of their time and energy without thought of any other com- 
pensation than the consciousness that they were advancing the interests 
of their profession. More accountants ought to follow their example, 
and your committee urge upon the members of this Association the im- 
portance of supporting THE JouRNAL in every possible manner. We es- 
pecially urge them to contribute letters and articles, and to send to the 
editors all news items of their respective localities that are likely to 
interest members of the profession. If many of the members of the 
Association could be induced to follow this suggestion THe JourNAL 
would gain in breadth of view, in interest, and in national reputation. 

Your committee have read the proof sheets of each issue of the 
magazine, and from time to time have made suggestions to the editors. 
The editorial policy of THz Journal, we think, merits the commendation 
of the Association. Yours respectfully, 


Joun R. Loomis, Chairman, 
J. E. Srerrerr, 
J. T. Aswyon. 


147 








The Journal of Accountancy. 


Report of Committee on Interstate Commerce Commission. 


Your Committee on Interstate Commerce Commission has held one 
meeting during the past year, viz., at New York, April 15, 1907, all members 
of the committee being present. 

At this meeting, correspondence between the Interstate Commerce 
Commission and your former committee was considered, and a report 
was submitted to the Board of Trustees at the semi-annual meeting in 
April, 1907, asking for instructions. 

This committee having received no further instructions has therefore 
held no meetings subsequent to April 15, 1907. 

The Interstate Commerce Commission has formulated and issued 
revised classifications covering various income and expenditure accounts, 
as follows: 

Operating Revenue. 
Operating Expenses. 
Outside Operations. 
Road and Equipment. 
Additions and Betterments. 
Also classification of Locomotive-Miles, Car-Miles, and Train-Miles. 

All of the classifications above enumerated affecting railway companies’ 
accounts have been made effective as of July 1, 1907. 

It has been suggested that your committee incorporate in this report 
a summary of changes in the classifications prescribed by the Commission 
and now in effect, as compared with those formerly in service. 

The changes in classification of operating revenue and expenses, 
expenditures for road and equipment, additions and betterments thereto, 
outside operations, etc., are numerous; but the most important is the 
requirement that all carriers shall provide—by a charge against operating 
expenses—for depreciation on rolling equipment. For the current year, 
the ratio of depreciation to equipment cost is left largely to the discretion 
of the carriers, but it may reasonably be believed that eventually a uniform 
and reasonable rate of depreciation will be established and enforced. 

The basis of depreciation is, necessarily, a matter requiring careful 
attention; in one of ‘the publications of the Commission, the Statistician 
(Mr. H. C. Adams) in referring to the subject of depreciation on 
equipment makes the following statement: 2 

“The question of depreciation is fundamentally a question 
of values, and not a question of maintaining the original 
capacity, or a standard of operating efficiency, or of keeping 
full the numbers in equipment series.” 

This committee does not at the present time feel justified in comment- 
ing upon this statement or the many modifications and changes in 
methods, classifications, etc., as there has been no opportunity for meetings 
of the Committee for conference and consultation, and any criticisms 
might therefore reflect only the personal opinions of the writer, and not 
of the whole Committee. Respectfully submitted. 

J. S. M. Gooptoe, 
H. S. Corwin, 
J. R. Loomis, 
Committee on Interstate Commerce Commission. 


Report of the Committee on Meetings, Lectures, Library and Bulletins. 
September 19, 1907. 
On behalf of the above named Committee, I have nothing to add 
to the report submitted to you for the semi-annual meeting of the 
Association, April 16th last, which was printed in THe JouRNAL oF 
ACCOUNTANCY, pages 71-72, May number. 
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Article 1, Section 12, of the By-Laws of the Association reads as 
follows: 
CoMMITTEE ON MEETINGS, LecTURES, LIBRARY, AND BULLETINS. 
Sec. 12. This Committee shall consider and act upon such 
matter as may be referred to it by the Executive Committee 
or Board of Trustees. 
Nothing was referred. Respectfully submitted, . 
FRANKLIN ALLEN, Chairman. 


Report of the Committee on Legislation. 


August 19, 1907. 
E. W. Sets, Esg., President, 
American Association of Public Accountants, 
30 Broad Street, New York City. 


Dear Mr. Sells:—I have received a request for the preparation of a 
report on the subject of Legislation, for presentation to the Convention 
next October. 

I regret that it does not appear practical for me to submit anything 
but an incomplete and disjointed statement at best, as I do not know 
what has occurred since the last Convention up to the time of your desig- 
nating me as Chairman of the Legislative Committee in May last, neither 
am I acquainted with the correspondence maintained by the late Chair- 
man. It is indeed difficult to pick up the threads of the subject and do 
justice to it, under such conditions. 

I enclose all the papers received, most of which you sent, and I would 
suggest that the Secretary take the matter in hand, and prepare such a 
report, under your direction, as will be satisfactory to you, and which of 
course will then be equally satisfactory to the Committee. 

I am sorry that I cannot personally perform what would otherwise 
have been a pleasant and interesting task, but the resignation of the 
Chairman at such a time, and sparse information is unfortunate. 


With kind regards, Very sincerely yours, 


Henry R. M. Cook. 


My Dear Mr. Coox:— August 20, 1907. 

Your favor of the 19th instant is received. 

Just prior to your appointment as Chairman of the Legislative Com- 
mittee your predecessor, Mr. Cooper, at the semi-annual meeting in April, 
made a very full report of all the work of that Committee up to that date, 
the details of which can be found in the proceedings of the April meeting. 
Whatever of a legislative character has transpired since should be 
rendered in October. 

In accordance with your suggestion, however, I am sending all the 
papers, with a copy of this letter, to Secretary Roberts to be used as a 


report from you. Yours very truly, 


Mr. H. R. M. Cook, (Signed) E. W. Setts. 
Park Avenue and soth Street. 
New York. 
Dear Mr. Coox:— May 13, 1907. 


The enclosed letter and papers were received from Mr. Cooper this 
morning, and I am sending them to you, as Chairman of the Legislative 
Committee, for your files and for such use as you desire to make of them. 

Yours very truly, 

Enclosure. E. W. SELts. 

Mr. H. R. M. Coox, 

Park Avenue and soth Street, 
New York. 
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E. W. Se ts, Esg., May 10, 1907. 
30 Broad Street, 
New York City. 


Dear Mr. Sells :—I am favored with yours of the 8th, and note that you 
have appointed Mr. Cook as Chairman of the Legislative Committee. 

The only communication that I have received since the date of my 
report to the Association on April 16 is enclosed herewith. It is from the 
Georgia State Association of Public Accountants, enclosing a draft of 
their proposed bill for presentation at the meeting of the Legislature next 
month. I suggest that Mr. Cook take this up in comparison with the 
model forms—of which the Secretary has copies on file—and the proposed 
C. P. A. bill of the State of Minnesota, which I enclose herewith. b 

The only other current matter of the Committee rests in an order with 
the Index Bureau of Albany, New York, for such information in regard 
to legislative proceedings as may affect our cause. This information is 
conveyed in the form of the enclosed card, and I have directed the Bureau 
to hereafter send their communications to Mr. 

It would hardly be practical to pick out from my files the mass of 
correspondence had during the past two years, but in any way that I can 
assist Mr. Cook I should be pleased to do so. Incidentally I may say that 
the subject matter of the enclosed Bureau card is receiving the attention 
of the Illinois Society. 

Yours very truly, 
Jno. A. Cooper. 


Report of Committee on Press and Publicity. 


The Committee on Press and Publicity submit the following as its 
report: 

This committee has been on the alert since its appointment for oppor- 
tunities for legitimate publicity of the functions of the Public Accountant, 
and while the success of the committee has been more or less limited it 
still feels encouraged and believes that the profession is better known than 
it was at the time of the committee’s appointment. 

It should be borne in mind that necessarily the work of the Public 
Accountant is seldom of a kind which will permit of publicity, inasmuch 
as his service usually is of a confidential nature. However, there have 
been during the past year numerous matters of a quasi public character, 
which have served to make the profession better known. The work per- 
formed in connection with the audits of the great life insurance companies 
in New York; investigations now in progress in connection with the 
public utilities situation in New York City; the investigation of the capitol 
scandal in Pennsylvania and several other less important matters, more 
local in their character, have been the source of much desirable publicity 
for the profession. 

Your committee would respectfully call the attention of the Annual 
Meeting to the fact that the work which has been done during the past 
year by THe Journat or Accountancy in behalf of the profession, the 
high character of the matter published in THe JourNAL, the wide reputa- 
tion of its contributors, and the excellent editorial management which has 
characterized it, have resulted in very substantial benefit to the profession 
at large. Tue Journat has been quoted from by many of the most 
influential newspapers and periodicals of the country, and is fast securing 
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a place for itself among the most highly respected technical publications 
of America. 

While it may be somewhat outside of the prerogatives of your com- 
mittee to make recommendations on this subject, it is still felt that it would 
be less than courteous to fail to ask the continued support of the Associa- 
tion for THE JourNAL, and to urge upon the individual accountants every- 
where the necessity of continued and sustained individual support. 

Your committee has been confronted throughout the term of its service 
with the problem of securing co-operation from the daily press, since it is 
undoubtedly true that the average newspaper fails to appreciate the im- 
portance of the accountancy profession, and the average editor is not 
inclined to be liberal in the amount of space given to accountancy matters. 
It is true, however, that the profession is indebted in many quarters for 
courteous notices, and it is not presumptuous to say that in the opinion of 
your committee, the future promises an increase of the courtesies extended 
to our profession by the press, and a greater public interest in accountants 
and their work. 

We find that there has been organized the “ Association of American 
Government Accountants,” membership in which is held by such account- 
ants as are concerned in the accounting affairs of the United States 
government. This association publishes a journal entitled “The Govern- 
ment Accountant,” a publication which is in every way a credit to the 
organization putting it forth, and serving to call public attention to the 
field of accountancy. 

Your committee desires to express its appréciation of the very able 
efforts made by the 1907 Committee on Annual Meeting, in the direction 
of publicity for the American Association. This Committee’s efforts have 
been untiring, and the results are evident in the extended notices given 
our Association by the newspapers of the Twin Cities. In our judgment 
this Committee has accomplished more in the direction of publicity, for the 
present annual meeting, than has ever been accomplished upon a similar 
occasion, and they are entitled to the thanks, not only of this committee 
and of the American Association, but also of each and every member of 
the Accountancy Profession in the United States, for the wonderfully 
successful work which has been done in creating public interest in the 
American Association and the Profession of Public Accountancy. 

Respectfully submitted, 
Epwarp E. Gore, Chairman. 


Report of Committee on Education. 


The Committee on Education begs to submit the following report: 

We find that during the last ten years great progress has been made by 
American universities and colleges in the development of courses of 
studies adapted to the needs of business men. Ten years ago, so far as 
we know, only one university in the country, namely, the University of 
Pennsylvania, made any pretense in this direction. That university, as 
early as 1881, established its Wharton School of Commerce and Finance, 
the avowed purpose of which was to prepare young men, not only for the 
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duties of citizenship, but the intelligent efficiency in business careers. 
Bookkeeping was from the start a part of its curriculum. We are glad 
to know that this school has prospered, and that at the present time it is 
offering not merely bookkeeping, but courses in advanced accounting. 

During the last ten years the example set by the Wharton School has 
been followed by a dozen or more of our higher institutions of learning, 
so that at the present time university courses in business are within the 
reach of every young man in the country. 

It has seemed to us best not to attempt a description of all the work 
done in the business departments of our universities, but to confine our- 
selves strictly to the subject of accounting, in order that the members of 
the American Association may know what schools are paying especial 
attention to this subject. We have been in correspondence with the 
officials of most of the universities and colleges in the country, and have 
carefully examined the catalogues, which, in response to our request, 
have been mailed to us. We do not feel certain, however, that we have 
thoroughly canvassed the field, and would be glad to have our attention 
called to work done in any institution which we have overlooked. 

We find that courses in accounting are given at the present time in 
the following institutions: 


University of Pennsylvania. 

New York University. 

Tuck School at Dartmouth College. 

University of Wisconsin. 

University of Illinois. 

University of California. 

University of Michigan. 

University of Vermont. 

University of Chicago. 

Harvard University. 

University of Kansas. 

Olivet College. 

Cincinnati College of Finance, Commerce and Accounts. 

Not all of these institutions have professors of accounting in their 
faculties, for in many of them the instruction in that subject is given by 
instructors whose specialties are in other fields. We find, however, that 
in the following universities the subject of accountancy is recognized in 
the titles borne by the professors in charge: The University of Penn- 
sylvania, New York University, University of California, Cincinnati 
College of Finance, Commerce and Accounts. 

In the University of Wisconsin the subject of Accountancy is merged 
with that of Business Administration, the latter being the titular designa- 
tion of the instructors in charge of the courses. 

We give below a summary of the work done in each of the institutions 
we have named: 

UNIVERSITY OF PENNSYLVANIA. 

This university gives instruction in accounting in two of its schools; 

namely, the Wharton School of Commerce and Finance, and the Evening 
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School of Accounts and Finance. The Wharton School is a day school 
and has a four-year curriculum, the purpose being to have the quality of 
the work done in this school on a par with that done in the College of 
Arts and Science. All Freshmen are required to give three hours a week 
to the study of accounting. This course is necessarily elementary in 
character. In the Junior year a three-hour course in Advanced Account- 
ing is offered as an elective, also a three-hour course in Corporation 
Finance, a subject closely related to that of accountancy. Sophomores 
are required to take a two-hour course in Business Law. 

The Evening School of the University of Pennsylvania is maintained 
for the benefit of men employed during the day, as well as for the benefit 
of those who desire to pursue the subject of accountancy further than is 
possible in the Wharton School. The courses given in the Evening School 
aim to prepare students for the C.P.A. examinations, in the State of 
Pennsylvania. The following courses in Accountancy and related subjects 
are offered: 

First Year. 

Theory and Practice of Accounting, two hours a week. 

Commercial Law, two hours a week. 

Industrial Costs and Standards, two hours a week. 


Second and Third Years. 


Theory and Practice of Accounting, two hours a week—being a con- 
tinuation of the course given in the Freshman year. 

Cost Systems and Business Organization, two hours a week. 

Industrial Management, two hours a week. 

Corporation Finance, two hours a week. 

Commercial Law, two hours a week. 


New York UNIversity SCHOOL OF COMMERCE, ACCOUNTS AND FINANCB. 


This school illustrates the power of a body of professional men to 
influence the country’s educational policy, for it was founded in 1900 as a 
result of representations made to the university authorities by the New 
York Society of Certified Public Accountants. 

It maintains both day and evening courses. The day school offers only 
one course in accounting, two hours a week for one year. The Evening 
School offers the following courses in accountancy and related subjects: 

Theory and Practice of Accounts—Two hours a week for three years. 
In this course the emphasis is laid upon the practical work, theory being 
developed incidentally. 

Philosophy of Accounts—Two hours for one semester. 

Cost Accounts and Systems—Two hours a week for one semester. 

Theory and Practice of Auditing—Two hours a week for one year. 

Investment Accounts—Two hours a week, one semester. 

Accounts of Executors and Trustees—Two hours, one semester. 

Railway Accounting—Two hours, one year. 

Accountants’ Reports—Two hours, one semester. 

Commercial Law—Two hours a week for three years. 
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Corporation Finance—Two hours a week, one year. 
Analysis of Corporation Reports—Two hours, one semester. 


UNIVERSITY OF WISCONSIN. 


Course in Commerce—In this department of the University, under the 
directorship of Prof. W. A. Scott, the subject of Accountancy, although 
merged under Business Administration, is receiving generous treatment. 
Students specializing in accounts have open to them the following courses: 

Business Administration (which includes Accountancy)—Three hours 
a week for two years. Students are required to do practical work in 
connection with the auditing department of the University. 


Cost Accounts and Systems for Manufacturing Industries—Two hours 
a week, one year. 


Financial Institutions—Two hours a week, one year. This course 
includes the accounting practices of financial institutions. 

Corporation Finance and Securities—Two hours, one year. 

Commercial Law—Three hours, one year. 

In the catalogue of the University of Wisconsin we note that the Pro- 
fessor of Sociology offers a seminar course on “ Modern Sin,” which is 
described as “A study of the nature, extent, varieties and effects of con- 
temporary wrongdoing, especially in politics and business.” It is quite 
possible that accountancy figures in this course as a search light. 


UNIveERSITY OF ILLINOIS. 


This institution, in its “ Courses of Training for Business,” offers the 
following courses of special interest to the accountant: 

Corporation Accounting—Three hours a week, one semester. Students 
are required to analyze the reports of railway, banking and industrial 
corporations. 

Auditing—Three hours a week, one semester. 2 

Corporation Management and Finance—Three hours, one semester. 

Commercial Law—Three hours, one year. 


DARTMOUTH COLLEGE. 


Amos Tuck School of Administration and Finance—The Tuck school 
is primarily a school for graduate students. It offers the following courses 
in Accounting and Commercial Law: 

Theory and Practice of Accounts—A first year course covering 
trading, manufacturing and corporate accounts. Four hours a week, one 
year. 

Advanced Accounting and Auditing—Practice and analysis. A second 
year course. 

Special Studies in Accounting—A group of courses covering cost 
accounts, investment accounts, railroad accounts, and bank accounts. 

In the Tuck school a program of special work is prescribed for stu- 
dents who plan to enter upon the practice of accountancy. It is designed 
to meet the standard requirements set by the examinging board of those 
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States which prescribe qualifications for the degree of Certified Public 
Accountant. 

Dartmouth College offers a course in bookkeeping for the benefit of 
students looking toward the law or engineering. 


CINNCINNATI COLLEGE OF FINANCE, COMMERCE AND ACCOUNTS. 


This institution was founded in 1906, as the result of an educational 
propaganda among the bank employes and practicing accountants of Cin- 
cinnati and the State of Ohio. The school has begun the work of its 
second year with an increased enrollment. One of the avowed purposes 
of the school is the preparation of young men for the practice of account- 
ing. It holds sessions on five evenings of the week, one evening being 
devoted to accountancy, and one to commercial law. While the school 
has no endowment, it has the support of many of Cincinnati’s leading 
business men, and is destined, we believe, to expand its work and acquire 
great influence in the educational field. 


UNIVERSITY OF CALIFORNIA. 


This university, in its College of Commerce, gives accounting a place 
in its curriculum on a par with such subjects as banking, transportation, 
insurance and public finance. The instruction is in charge of an asso- 
ciate professor of accounting, Henry Rand Hatfield, Ph. D. 


UNIVERSITY OF CHICAGO. 


In the College of Commerce and Administration two courses are 
offered in accounting. Each ranks as a major subject, and occupies the 
student for about three hours a week for one year. The first course is 
designated “Principles of Accounting;” the second, “Problems of 
Advanced Accounting.” There is a preliminary course in bookkeeping, 
for which no credit is given. 


UNIVERSITY OF MICHIGAN. 


This institution offers the following courses: 

Elements of Accounting—Three hours, one semester. 

Theory and Practice of Manufacturing Costs—Two hours, one 
semester. 

Commercial Law—Two hours, one year. 


UNIVERSITY OF VERMONT. 


In the Department of Commerce and Economics, endowed by Mr. 
John H. Converse, of Philadelphia, two courses in accounting are offered, 
one elementary, one advanced; each three hours a week for one year. 
This department also offers courses in corporation finance and commercial 
law. 

Single courses in accounting are offered at the following institutions: 

Harvard University—Three hours a week fotr one year. 

University of Kansas—Two hours a week for one term. 

Olivet College—Four hours, one semester. 
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The following table shows in summary the number of hours per week 
for one year devoted to accountancy by the different higher institutions of 
learning : 


University of Pennsylvania—Wharton School...................4: 6 
Evening School of Finance and Accounts...................04- « 
New York University—School of Commerce, Accounts and 
i MI i... occ caten chines bake knee balaeeereadees 16 
ks os eu as ci ew eneuod ine dmededebalanseien 1° 
Mi DED 4. ceershelebeakbbechineeatd seigeeuhne shane 3 
Amos Tuck School (Dartmouth College).............ce cece eeeees 12 
Cincinnati College of Finance, Commerce and Accounts ........... 4 
I I. 6) 6 on dnlckededesneass dbashasederet een ese 6 
RP Te ar ET ee 6 
i nL... 555 cut eny beeaelass ae we muuemrenaneh weiwite 3 
ir nL oc wc gh needins Mecheadbad sduneteeohanaake 6 
Pt Se on cscebedined dababhekeasakcoxenueesenesetes 3 
nD CE ec lee ds oA Seek a hea ddan abeaenbaanaweanl I 
Se TEE. sacbacdanactdack beondaaeneddessédisanbibeateetsie 2 


Your committee feel that the showing is a most encouraging one for 
our profession. The importance of accountancy as a subject of scientific 
study is recognized by the oldest university in the land, and by many 
others of first rank. It also has a place in the curriculum of several 
European universities, including the University of Birmingham in Eng- 
land, and several important institutions in France and Belgium. We 
cannot too strongly urge upon the members of our association the im- 
portance of co-operation and collaboration with the universities and col- 
leges of their respective localities. The universities which now give 
instruction in accounting are greatly embarrassed by the difficulty of 
finding competent and trained teachers. We hope that members of this 
association will respond generously and heartily to every-call from a 
university for assistance in its accounting department. 


Joun R Loomis, Chairmen. 
H. R. M. Cook, 

W. Sanvers Davies, 

D. W. Sprincer, 

Jos. Frencn Jonnson. 


The report of the Committee on By-Laws was received and laid over 
for action by the general meeting, and the following resolution adopted: 

Resolved, That it is the sense of the Board that the amendments sub- 
mitted by the By-Laws Committee have been before the membership of 
the American Association for the proper legal time. 

It was decided that election to honorary membership to the State 
Societies should not carry with it honorary membership in the American 


Association. Respectfully submitted, 


E. W. Setts, President. 
THos. Cutten Ropserts, Secretary. 


156 s 











Peet 


Annual Meeting of the American Association. 


Report of the Executive Committee. 


The Executive Committee, since the semi-annual meeting, on Tuesday, 
April 16th, 1907, have held seven meetings, at all of which, with one excep- 
tion, viz., August 15th, a quorum was formed, and business transacted. 

The more important matters that have been brought before your com- 
mittee during the past year are referred to in their proper sequence in 
the reports which have been prepared by and received from the 
committees. 

The Chairman of the Insurance Committee having informed the Execu- 
tive Committee that, in his opinion the work of the commttee was ful- 
filled prior to the annual meeting in October, 1906, has applied for his 
committee’s discharge. 

The Executive Committee present the names of Prof. Joseph French 
Johnson, of the New York University; Dr. David Kinley, of the University 
of Illinois; and Dr. E. S. Meade, of the University of Pennsylvania, to 
the Board of Trustees, for nomination by them, at the annual meeting 
of the Association to honorary membership, under Section 14, Article 2, 
of the Constitution. 

The Journal of Accountancy is published under the auspices of this 
Association. As a means of instruction in the profession of accountancy, 
its value is continually improving. Acting upon suggestions made by the 
Executive Committee, circular letters were sent to the members of the 
Association inviting their support. Of the 600 shares of 6 per cent. Cumu- 
lative Preferred Stock, of $25.00, par value each, $15,000.00, 369 shares, 
representing $9,225.00, have been subscribed for. There are still 231 shares 
in the Treasury, representing $5,775.00. It was not anticipated at the 
start that the JouRNAL would be self-supporting for three years. During 
two years, its usefulness has been established. It is not yet self-supporting, 
and still requires support on the part of the members. 

The Governor of the State of Utah has appointed a State Board of 
Accountancy, consisting of Mr. W. J. Bateman, of Salt Lake City; Mr. 
Ralph R. Hoag, of Ogden; and Mr. Douglas Swan, of Salt Lake City. 
The death of Mr. Swan has been reported. The Secretary has been in 
communication with Mr. Bateman, but no information as to progress has 
been received. 

A C. P. A. Law has been passed in the State of Connecticut, and a 
State Board of Examiners appointed, composed of Harry Treat Beers, 
New Haven and Raymond G. Laird, Hartford, Public Accountants and 
George E. Hill, of Bridgeport, Attorney at Law. 

A communication has also been received advising that a C. P. A. Bill 
has been introduced into the Oklahoma State Legislature by Mr. Cahill, 
of Beaver. 

A communication has been received also from the Colorado Society 
of Public Accountants, enclosing a copy of the law authorizing the organi- 
zation of a State Board of Accountancy for Colorado, of which Mr. A. 
E. Fowlie is President; Mr. J. W. Geijsbeck, Secretary; and Mr. I. H. 
Kingswell, Treasurer. 

Mr. H. R. M. Cook, the second member on the Committee of Legisla- 
tion, has been appointed chairman pro tem, vice Mr. John A. Copper, 
resigned. 


Respectfully submitted on behalf of the Executive Committee, 


(Signed) Exryan Watt Setxs, Chairman. 
Tuos. Cutten Roserts, Secretary. 


On motion, the report of the Treasurer was received and filed and the 
thanks of the Association were extended to the Treasurer and Auditors. 
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The Journal of Accountancy. 


On motion of Mr. R. H. Montgomery, of Pennsylvania, the report of 
the Executive Committee was received and ordered that the recommenda- 
tions contained therein be taken up and considered seriatim. 

THe Presmpent: There is no place in the order of business for the 
consideration of the recommendations made by the Trustees or Executive 
Committee, but the Trustees having approved the report of the Executive 
Committee I will ask you to act upon the report. 

The first recommendation of the trustees is in regard to the election to 
honorary membership of Messrs. J. F. Johnson, David Kinley, and E. S. 
Meade. I think these gentlemen are all well known to you. 

On motion, the gentlemen named were unanimously elected to 
honorary membership in the association. 

The following report of the Committee on Appropriations-Budget was 


then read: 
Report of Committee on Appropriations-Budget. 


In view of the provision Section 9b, Article I, of the By-Laws that 
“at each meeting of the association the Board of Trustees shall present a 
budget showing the amount of money required for the purposes of the 
association for a stated period,” your Commniiace on Appropriations- 
Budget respectfully present for your consideration an estimate of needed 
appropriations for the ensuing year. This estimate is based on the experi- 
ence of the current year for similar purposes, and the reason for its sub- 
mission at this time is that prior to this year no such statutory require- 
ment existed. Having no precedent to guide us, and to facilitate the 
orderly creation of a Budget for the ensuing fiscal year, 1907-08, either by 
the outgoing or by the incoming Board of Trustees, we respectfully pre- 
sent the following. It should be borne in mind that no expense can 
legally be incurred or debt contracted until such proposed expenditure or 
indebtedness has received the approval of at least three-fourths of al] the 
members of the Board.of Trustees. 


APPROPRIATIONS-BUDGET—ESTIMATED FOR 1907-08. 


Estimated income from dues ..........cccceeeecceees . $3,647.50 
EE GEE baccerececcwncessuneseiocniciea oeendee . 100.00 
I ons nts nsnasanvanbece $900.00 
Stationery and printing .................. . 
Postage, express, telegrams, and sundries.. 600.00 
Journal of Accountancy ..............0. 500.00 
Annual meeting, 1908 ............seeeeees 400.00 
Committees—Legislation ...............+.. 150.00 
Perea 150.00 
Press and Publicity ......... 100.00 
| ES eerrre ry 100.00 
—— $3,600.00 


Respectfully submitted, 
(Signed) FrRaNKLIN ALLEN, 
Frank G. DuBois, 
Tuos. Cutten Roserts, 
Committee on Review of Appropriations-Budget. 


Tue Presipent: The report covers the first item of $3,600, but there 
are two additional items. The trustees recommended the appropriation 
of $200 to cover the expenses of the treasurer in attending meetings of 
the executive committee, and another $150 for the use of the 1907 com- 
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mittee. The chair will entertain a motion to appropriate this money, 
either all or in part. 

On motion, the budget as presented, together with the two additional 
items recommended, was ordered approved for appropriation. 

Tue Presiwent: A further recommendation of the trustees is in 
regard to the unexpended balances under the appropriation, that after all 
liabilities have been paid they be turned back into the general fund of the 
association for future appropriations. 

On motion, the recommendation was unanimously adopted. 

Tue Presipent: A further recommendation of the trustees provides 
for the discharge of two committees, that on Standard Schedule for 
Uniform Reports on Municipal Industries and Public Service Corporations 
and that on Insurance. 

On motion, the recommendation of the trustees was adopted and those 
committees were discharged with the thanks of the association. 


_ On recommendation of the Committee on By-Laws and after discus- 
sion in the meeting the following amendment to the Constitution and 
By-Laws were then adopted: 


Constitution. 


Make Article II, Section II, read as follows: 


Section II A:—The Fellows shall consist of accountants in states or 
districts where no Certified Public Accountant laws have been enacted, 
who have been in continuous practice on their own account in States or 
Districts where no Certified Accountants laws have been enacted, for at 
least three years immediately preceding, etc., to end as now. 


Sec. II B: Make sixth line read as follows: 


In practice for three years immediately previous to their application 
for membership and are still so in service or practicing. 


Sections VII and VIII (combined) : Make same read as follows: 


Applicants for membership at large who are subject to rule as laid 
down in Article II, Section XIV, shall be governed accordingly. The 
application of all other persons desirous of becoming members at large of 
this association must contain evidence satisfactory to the Trustees that the 
applicant is not eligible to membership in any State or District Society 
affiliated with this Association, and to which the applicant should properly 
belong, and must be approved in writing by a majority of the Committee 
on Examinations, Qualifications and Elections. The applicant may then 
be admitted by a majority vote of the Board of Trustees taken either at a 
meeting thereof or by correspondence. 


Society MEMBERS. 


Add to Section IX (new number 8) : 


And further provided that in States or Districts where a Certified 
Public Accountant law has been enacted only such persons as hold C. P. A. 
certificates shall be entitled to membership as Fellows in this Association. 


The first amendment following was read by the secretary and Mr. 
Thos. L. Berry moved its adoption. 
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Add to Article 1I, Section XII (new number XI): 


Such membership as Fellows or Associates of this Association as thus 
obtained, however, ceases when said member severs his memberhip in the 
State or District Society through which he acquired it. 


Mr J. S. M. Gooptoz (Ohio): This amendment provides “when said 
member severs his membership.” How does that affect a member where 
the state society ceases to exercise its power in the matter of non-payment 
of dues or for any other reason? Would it not be well to provide that his 
membership shall cease in the association when it ceases in the state 
society ? 

Mr. TuHos. P. Ryan (New York): The idea of the committee was 
that if a man had severed his connection by being expelled he had severed 
his connection with the state society. 

Mr. J. S. M. Gooptort (Ohio): I want to move to amend that such 
membership or fellowship shall cease when he ceases to be a member of 
the state or district society through which he acquired membership. 

The amendment was duly seconded and, being put to a vote, prevailed 
unanimously. 


The following amendments were then read and unanimously adopted 
without debate : 


Make Article II, Section XIII (new number XII) read as follows: 


All applications for membership as Fellows or Associates of this 
Association, or notification of such as provided in preceding Section XII, 
must be made through the respective State or District Societies which are 
members of this Association in all cases where there are such Societies 
and no one practicing in a State or District where such a Society exists 
shall be admitted unless he is a member of said State or District Society 
excepting as provided under Section XIV. 


Make Article II, Section XIII, read as follows: 


Application for membership, as a Fellow or Associate at large in this 
Association made by a person resident of a State or District where a 
State or District Society is established and of which Society sald applicant 
is not a member, shall be submitted to such State or District Society for 
approval and report thereon as to the professional standing and character 
of the applicant. In the event of said State or District Society withhold- 
ing its approval it shall require the affirmative vote of three-fourths of all 
members of the Board of Trustees to elect such applicant to membership. 


Let present Section XIV remain as now. 
Make present Section IX number VIII. 
Make present Section X number IX. 

Make present Section X7 number X. 
Make present Section XII number XI. 
Make present Section XIJI number XII. 
Make new Section XIII. 

Make present Section XIV remain as now. 


The following proposed amendments were then read and adopted 
without debate: 
CERTIFICATES OF MEMBERSHIP. 


Article VII, Section I—insert on fourth line after the word agree the 
following : 


in writing prior to receipt of such certificate. 
162 








Annual Meeting of the American Association. 


Articie VIII. 
For words at least sixty days substitute the words at least thirty days. 


By-Laws. 
ArrtIcLe I. 
PRESIDENT. 


Make Section II read as follows: 

He shall call meetings of the Association or Board of Trustees when 
he deems it necessary, or when requested so to do by the Executive Com- 
mittee, or upon the written request of at least one-fourth of the constit- 
uent Societies for a meeting of the Association, or one-third of the 
Trustees for a meeting of the Board of Trustees. 

Mr. J. S. M. Gooptot (Ohio): I move to amend the matter relating to 
the calling of a meeting by the Board of Trustees by striking out the 
word “one-third” and inserting in place thereof “ one-fourth.” 

The motion was duly seconded and, being put to a vote, prevailed 
unanimously. 

The following amendments were then read and adopted: 


Vicr- PRESIDENT. 


Add to Section III. 

Provided that if the President be absent from the annual meeting of 
the Association the Chairman shall be appointed from the Vice-Presidents, 
by the Board of Trustees. 


SECRETARY. 
SEcTION V. 


Make present Section V read Va and add: 

He shall supervise the annual issue of a Year Book containing details 
of important Association events of the preceding year. The cost of said 
Year Book shall form an item of the budget to be presented at each 
meeting of the Association. 


Make Section VB read as follows: 

It shall be the duty of the Secretary at all seasonable opportunities to 
advocate the cause of the profession generally, to initiate correspondence 
in promotion of the aims of the Association, and to make full reports of 
each feature considered or acted upon by him to the Executive Committee 
at their meetings. 

Boarp OF TRUSTEES. 


Fae VIII, end of twelfth line (B) then add the words “ depository 
and.” 


COMMITTEE ON LEGISLATION. 
Make Section XIII Article I, read as follows: 


The duties of the Legislative Committee shall be to assist affiliated 
Societies in matters relating to State Legislation affecting the profession, 
to support members against unjust attack where questions of professional 
principle are involved, and to consider such questions as may be referred 
to it by the Executive Committee or Board of Trustees. 

The Committee shall report to the Board of Trustees at each of its 
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regular meetings the legislative situation as affecting the profession in each 
State of the Union where matters of interest have arisen since the date of 
the previous report. 


Add to By-Laws Article I, as Section 15. 


CoMMITTEE ON BupcET. 


The duties of the Committee on Budget shall be to collect, determine, 
and present amounts required by the various Committees, Officers, etc., 
for the disbursements necessary to the Association and submit the same 
to the Board of Trustees for presentation to the meetings of the 
Association. _ 

The following amendment was then read by the secretary, and Mr. 


Thos. L. Berry moved its adoption: 


Articte II—MEETINGS OF THE ASSOCIATION—REGULAR. 

Make read as follows: 

Section I. 

The annual meeting of the Association shall take place on the third 
Tuesday of October of each year. Notices of meeting shall be sent out 
not less than thirty days prior to such meeting direct to each member at 
large and to the membership of constituent Societies through the respec- 
tive Secretaries thereof, stating the place, date, and time of such meeting. 

Mr. Tuos. P. Ryan (New York: Several members of our body have 
spoken to me about the advisability of a change in date. The committee 
itself had that in mind but did not deem it advisable to submit a par- 
ticular date. The committee has no strong preference for a meeting in 
October. There has been some objection raised, but we left it open so 
that the change might be made here if it is thought desirable. 

After debate in which Messrs. Montgomery (Pa.), Platt (Cal.), Spurr 
(Mass.), and Berry (Md.), took part, the original motion to adopt the 
amendment offered by Mr. Berry was put to a vote and prevailed 
unanimously. 

The following amendments were successively read by the secretary, 
and on separate motions covering each respectively, offered by Mr. Thos. 
L. Berry, they were unanimously adopted: 


Section II. 
Make read as follows: 
The annual meeting shall be held at such place in the United States as 
the members in annual meeting of the preceding year shall decide. 


Boarp OF TRUSTEES. 


‘ — Va, fifth line, insert the word the between the words of and 
oard. 
Article III, Section I, make sixth line and after read as follows: 


of Society Fellows of the American Association of Public Accountants 
who are entitled to representation in this Association as are members of 
said State or District Association on which dues are paid to the Associa- 
tion. Provided, however, Society Fellows who are such through member- 
ship in more than one State or District Society shall elect as to the 
Society through which they desire representation, and they shall be 
entitled to representation for voting purposes, by one such Society only. 
In the absence of instructions to the contrary, they shall be credited to the 
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State or District of which they are residents or citizens. Each delegate 
present shall cast an equal proportion of the total vote of the Society he 
represents unless otherwise directed by his Society. 

Leave Section II as now. 

The following amendment was read, and on motion of Mr. J. A. 


Cooper, of Illinois, was unanimously adopted: 


Insert the following as Section III. 

Each Society Fellow who is a member of more than one of the con- 
stituent Societies shall notify in writing the Secretaries of such Societies 
as to which one he elects to represent him for voting purposes. Such 
notification to be made at or about the time of the annual meeting of the 
State Societies involved and to be subject to renewal or revocation at 
the next succeeding annual election. No State or District Society other 
than the one so elected shall be assessed for said member. 

Make present Section III number IV, and add to end thereof: “who 
are entitled to representation in this Association.” 


The following amendments were read, and on motion were unanimously 
adopted: 


MEMBERS AT LARGE. 


Section IV make number V, and add thereto the following: 

If, however, he elects to so vote he shall not be entitled to representa- 
tion for voting purposes as a Society member, and no State or District 
Society shall be assessed by the Association on account of his membership 
in said State or District Societies. 

Make Section V number VI. 

Make Section VI number VII. 

Make Section VII number VIII. 


Make Article VI, Section IV, read as follows: 

Such dues shall be due and payable annually in advance on October 
1st of each year or at the date of a member’s election or admission to 
membership, and until such payment thereof no certificate of member- 
ship shall be issued. Such dues shall be apportioned in the first instance 
to the end of the fiscal year, namely, September 30. 


Make Article VI, Section V, read as follows: 

No affiliated Society or Member at Large shall be permitted to vote or 
be entitled to representation at any meeting thereof when dues are sixty 
days in arrears. 


The secretary ‘then read the recommendations offered by the Illinois 
Society. 

The following changes submitted by the Illinois Society of Certified 
Public Accountants are intended to replace Article VII of By-Laws. 


PENALTIES. 
Sections I anp II. 
Curcaco, July 13, 1907. 
T. Cutten Roserts, Esg., 
Secretary, American Association of Public Accountants, 
New York, N. Y. . 
Dear Sir:—I beg to forward you copy of the following Resolution 
passed at the last meeting of the Directors of the Illinois Society of 
Certified Public Accountants, which was held on Tuesday, July 9. 


“Resotvep, That the following changes in the rules and by-laws of 
The American Association of Public Accountants, submitted by Mr. John 
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A. Cooper, be recommended to the Association at the annual meeting to 
be held in October, 1907, and that the Secretary be instructed to notify 
the Secretary of The American Association of Public Accountants on or 
before the 15th inst. in accordance with Section 1 of Article VIII of the 
Constitution.” 

I remain, 

Yours truly, 
(Signed) H. Bennincrton, 
Secretary. 
Articie VII. 
PROFESSIONAL ETHICs. 


The following are declared to be the fundamental rules of the Asso- 
ciation: for (a) the infraction of any part thereof, or if (b) convicted of 
felony or misdemeanor, or if (c) finally declared by a court of competent 
jurisdiction to have committed any fraud, or is (d) held by the Board of 
Trustees on the written complaint of any person aggrieved, whether a 
member or not, to have been guilty of any act or default discreditable to 
the profession, or is (e) declared by any competent court or commission 
to be insane or otherwise incompetent, or (f) fails to pay any subscription, 
dues, assessment, or other sum owed by him to the Association under its 
by-laws within three months after such debt has become due: 

A member renders himself liable to be expelled from the Association 
or to be suspended for a term not exceeding two years by resolution of the 
Board of Trustees sitting as a Trial Board. 


RULEs. 


1. No member shall allow any person not being either a member of 
the Association or in partnership with him as a public accountant, or in 
his employ on a salary, to practice in his name as a public accountant. 

2. No member shall directly or indirectly allow or agree to allow a 
commission, brokerage, or other participation by the laity in the fees or 
profits of his (the member’s) professional work. 

3. No member shall directly or indirectly accept or agree to accept 
any part of the fees or profits of the professional work of a lawyer or any 
commercial brokerage, bonus, or commission whatsoever as an incident 
to work in which such member is professionally engaged. 

4. No member shall engage in any business or occupation conjointly 
with that of a public accountant, which in the opinion of the Board of 
Trustees is incompatible or inconsistent therewith. 

5. No member shall certify to exhibits, statements, schedules, or other 
form of accountancy work, the preparation of which was not carried on 
entirely under the supervision of himself, a member of his firm, one of his 
staff, a member of this Association or of similar Association of good 
standing in foreign countries. 

6. No member shall perform accountancy work payment for which 
is by arrangement upon the contingency of the result of litigation or other 
form of adjustment. 

Articie VIII. 


TRIAL Boarp. 

Sec. 1. For the purpose of adjudicating upon complaints or charges 
against members of the Association as provided in Article VII the Board 
of Trustees shall convene as a Trial Board. 

Sec. 2. Due notice shall be mailed to the parties to the cause by the 
Secretary at least thirty days prior to the proposed session. 

Sec. 3. A three-fourths vote of those Trustees present shall be 
necessary to a decision. . ; ; 

Sec. 4. The Board of Trustees (sitting as a Trial Board) may in the 
exercise of their discretion recall, rescind, or modify any resolution for 
expulsion or suspension at a meeting similarly called and convened by a 
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like majority vote as required in Section 3 of this Article, provided that 
not less than three-fourths of the members constituting such Board shall 
have been of the Board that issued the decree then being reconsiderd. 

Sec. 5. Written notice of any resolution for expulsion or suspension 
shall forthwith be sent to the member affected thereby and to the Secre- 
tary or Secretaries of the State or District Society or Societies with which 
gece member is affiliated or in which State he has his domicile or place of 
usiness. 


ARTICLE II. 


Sec. 5. Second paragraph—add to it: “provided that whenever it is 
necessary for the Trustees to sit as a Trial Board specific mention shall be 
made in said notice of the cause or causes requiring such session.” 

Sec. 7. Second paragraph—after the word “Trustees” add “except 
when convened as a Trial Board when a majority shall be necessary.” 


On motion the amendments were adopted with the exception of Rules 
3 and 6 which were stricken out. 


Mr. Tuos. P. Ryan (New York): I would like to make a motion that 
the Board of Trustees for next year be authorized and instructed to have 
the new by-laws and constitution which we have adopted to-day printed. 
My understanding is that these amended by-laws come into operation 
to-day. 

Mr. Tuos. L. Berry (Maryland): How will that expense be provided 
for? 

Mr. THos P Ryan (New York): There is already an appropriation 
for that purpose. 

The motion offered by Mr. Ryan was duly seconded, and being voted 
on, prevailed unanimously. 

On motion of Mr. F. G. Du Bois, of New Jersey, the meeting 
adjourned until 9 o’clock Wednesday morning. 


Third Session, Wednesday Morning, October 16. 


The meeting was called to order at 10 o’clock by the President. A 
paper on “ Professional Ethics” was presented by Mr. Joseph E. Sterrett, 
C. P. A. (Penn.), but was not read. The paper was discussed by Mr. 
John A, Cooper, C. P. A. (Ill.), Col Franklin Allen, C. P. A. (N. Y.), 
and Mr. Robt. H. Montgomery, C. P. A. (Penn.). 

Mr. H. M. Tempre (Minnesota): I wish to make a motion that a 
committee be appointed from this body to prepare or formulate a code of 
ethics, and that the ethics and the discussion had here to-day be embodied 
in the Year Book, the ethics to appear from year to year. 

Mr. Seymour WALTON (Illinois): I wish to offer an amendment by 
adding “in the code to be adopted by the society.” 

Mr. H. M. Tempre (Minnesota): It is simply a recommendation that 
the ethics be formulated and printed in the Year Book for the guidance of 
the profession. 

Mr. R. H. Montcomery (Pennsylvania): At least these rules should 


Note—Mr. Sterrett’s paper was printed in the October number of The Journal of 
Accountancy. Reprints of the discussion by Messrs. Cooper, Allen and Montgomery will 
be found on Page 81 and following of this issue. 
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be submitted to the American Association and so I think it is proper to 
put Mr. Walton’s amendment to the motion. 

The amendment was accepted by Mr. Temple and, the motion as 
amended being put to a vote, prevailed unanimously. 

THe PresipENt: The next subject is that of education, but before we 
take that up Mr. Vollum of Pennsylvania has an address to present on 
the subject of the C. P. A. movement. 

Mr. Vottum: When this article was written it was written more 
with the idea as to the future of accountancy as a profession, or in other 
words, to deal in plain language with what has to be done to make 
accountancy a profession. I want to say right here in this connection that 
the amendments to the constitution and the by-laws made yesterday, and 
the rules that were adopted have made a very great stride toward the end 
that this article deals with. 


Note—Mr. Vollum’s article is reprinted on page 100 and following of this issue of The 
Journal of Accountancy. 


THe Presment: We are particularly fortunate in having with us 
some of the representatives of the leading educational institutions of the 
country. One of the most important things is the education of the men 
who are entering our profession and the discussion along this line will be 
led by Prof. Joseph French Johnson, Dean of the School of Commerce of 
New York University, followed by Prof. John H. Gray, of the University 
of Minnesota, by Mr. Walton of Chicago, president of the [Illinois 
Society, Prof. Gilman of the University of Wisconsin, and Prof. Robin- 
son of the University of Illinois. The same rule in regard to discussion 
will be followed as has already been announced. As you will remember, 
Dean Johnson was elected an honorary member of this organization, and 
I now have the pleasure of introducing him to you. 

Note—The papers by Dean Johnson, Mr. Walton, Professor Gray, Professor Gilman 


and Professor Robinson and an additional contribution by Professor Haney will be found 
on pages 119 to 133 of this.issue of The Journal of Accountancy. 


Fourth Session, Wednesday Afternoon, October | 6th. 


The meeting was called to order at 2.15 o’clock. 

Tue Presipent: By common consent we will proceed to the con- 
sideration of the by-law deferred from yesterday. 

Mr. THos. P. Ryan (New York): As chairman of the Committee 
on By-Laws, I wish to say that Mr. Goodloe, who presented this section, 
and the committee got together and agreed upon a section which he will 
read. 
Mr. J. S. M. Gooptort (Ohio): That section has been agreed to read 
as follows, and will become, if adopted, Section 16, Article 1, of the 


. By-Laws: 
I. 


The duties of the Committee on Arbitration shall be 
(a) To investigate and arbitrate such difference of a professional 
character between members of this association as shall be referred to it 
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by the Board of Trustees, Executive Committee, or by mutual consent of 
the parties thereto members of this association. 

(b) To report the findings thereon to the Board of Trustees and the 

rties to the arbitration, provided, however, that no reports to the 
Koasenes or Executive Committee shall be requisite if the findings of this 
committee be accepted by all of the parties in issue. 

(c) And in the event of the non-acceptance of the findings of this 
committee by any of the parties in issue, to prefer charges against such 
person or persons before the Board of Trustees sitting as a trial board. 

II. 


This committee shall organize by the selection of one of its members 
as secretary, who shall notify in writing at least thirty days in advance of 
any action such member or members of this association as may be 
affected by such investigation.” 

Tue Presipent: A resolution was passed yesterday adopting this 
section. According to our record it is merely up for consideration in this 
body as to the language used in the resolution yesterday. If there are no 
objections we will ask the stenographer to incorporate the language as 
read into the section relating to the Committee on Arbitration. 


Mr. E. E. Gore (Illinois): I move as an amendment or as an addition 
to the matter submitted by the committee that there be added a proviso 
that nothing herein contained shall operate to suspend the authority of 
state societies for the adjudication of disputes between members thereof. 

The amendment was accepted by Mr. Goodloe and, the motion being 
put to a vote, prevailed unanimously. 

Tue PresipENtT: I will ask once more if there are any objections; we 
want to be sure it is right. The secretary will record it as read with the 
amendments added. 

The next order of the Agenda is the presentation of a paper by Mr. 
Thomas P. Ryan, of New York, on the subject of “ Public Accountants 
in the World of Affairs.” 


Note—Mr. Ryan’s paper will be found on page 107 of this issue of The Journal of 
Accountancy. 


Reports of the Presidents of the various State Societies were then 
called for and submitted. 

The meeting was then addressed by Mr. F. A. C. Ross, the president of 
the Dominion Association of Chartered Accountants, and by Mr. W. A. 
Henderson, Secretary of the Institute of Chartered Accountants of 
Manitoba. 


Address. 


By Mr. F. A. C. Ross, MontTreat. 


I thank you for the kind words of welcome you have extended to me. 
My presence here as president of the Dominion Association of Chartered 
Accountants is an assurance and the best evidence I can give you of the 
appreciation we feel of the kind invitation extended to me by the Ameri- 
can Association to be with you at this time, and join you in the various 
sessions and deliberations connected with your annual meeting. In Canada 
our association is proceeding along similar lines to that on which your 
association is working. We are not a close corporation in that we wel- 
come every applicant who is a bona fide accountant and who has served 
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the necessary qualification term in the office of a chartered accountant, 
and he must be not only a man of theoretical knowledge, but a man of 
high moral standard. 

The Montreal association holds written examinations, and has held 
them for years semi-annually; in fact, at this moment there are standing 
in Montreal a number of applications for our fall examination. The aims 
and purposes of our association are the same as your own. The same 
questions would come up for discussion from time to time that confront 
you in your work, and it was of interest and a pleasure for us on the 
other side of the border to note your disposition of those problems and 
to watch the progress of The American Association of Public Accountants. 
More than this, we have derived a great deal of useful information by 
attending your meetings from time to time and trying to learn from your 
experience what might be useful to us. It is therefore a great pleasure I 
have in being permitted to be with you to-day, and in representing our 
association I bring to you their heartfelt greeting and best wishes for 
The American Association of Public Accountants, not only in their pres- 
ent business, but that their future life may be an unqualified success. 
(Applause. ) . 


Address. 


By Mr. W. A. HENDERSON, MANITOBA. 


We are of the West, and while we are not the youngest association in 
Canada, it is only in the last years that we have been able to make any 
great progress in extending our association. We obtained our charter 
after what was known as the great “boom” in the Northwest; that was in 
1882, and in 1885 we obtained our charter. We old inhabitants are very 
optimistic and one would have thought in the hard times we would have 
gone to rest, but we were ahead all the time. For ten or twelve years we 
kept our association alive, and that was all we could do. In the last five 
or six years we have been making progress and taking in new men, and 
now we have twenty-two men in our association, and all of the men, 
except three charter members, are men who had to pass the examination 
to come into the association in the regular way. In regard to the standard 
we have set in the west, it is a higher standard than any of the associa- 
tions in Canada have set. We require two examinations, one- we call 
“intermediate,’ in which candidates have to take papers on mathematics, 
bookkeeping, technical and theoretical, bills of exchange, partnership, 
joint stock companies, accounts and some simple questions in assessments, 
etc. In the final examination they have to take a paper on auditing 
accounts, bookkeeping, general commercial law, partnership accounts, also 
executor duties and accounts. We require them to make 65 marks in the 
intermediate examination, and 75 marks in the final. You will see the 
percentage is a high one. When we began our examinations we thought 
a man who did not know 75 per cent. at least of such matters was not 

uipped to be a member of the association. A man ought to be familiar 
with his work before he is allowed to practice as a public accountant. 
We consulted with a professor of the university and the superintendent 
of the public schools of Winnipeg, and they thought the standard of 
education was too low. That was the reason we adopted the high stand- 
ard. Mr. Gottsberger was speaking of the examination in New York and 
of the number that had been turned down. We had thirty-two up for our 
May examination, 27 intermediate and five final. We were able to pass 
only three intermediate. That leads me back to another point that was 
introduced this morning, and that was the discussion on education. .'We 
talked the matter over with our university authorities to see if they 
would take it up in the commercial course of the university. The same 
thing that the professor spoke of this morning proved true in our case. 
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There is no man to take up our side of the work. Last fall we followed 
the examples that have proved so successful in other places, that of 
forming a students’ association. We had sixty-five members who joined 
it last year. We enlisted the sympathy of several of our prominent 
lawyers in Winnipeg who gave us addresses on legal points on which 
there were some papers prepared and read as a part of the examination. 

This is some of the work we have been trying to do in the west. We 
are heartily in sympathy with your work. On behalf of our association 
I want to thank you very kindly for the hearty greeting you have given 
me, and for the pleasure in being permitted to be present at your meet- 
ing and receive the hospitality you have extended to me. Anything that 
is of interest to the American Association of Public Accountants is also 
of interest to us. I think we can learn a great deal from you in our 
work in the West. (Applause.) 


THe Present: ° The association appreciates very much the presence 


of gentlemen from visiting societies. We seem to have concluded the 
business that is before the association. The next thing is the election of 


officers. 


The election resulted as follows: 


President, Elijah Watts Sells, New York; secretary, Thomas Cullen 
Roberts, New York; Treasurer, H. T. Westermann, Missouri; trustees, 
J. E. Sterritt, Pennsylvania; J. P. Joplin, Illinois; J. S. M. Goodloe, 
Ohio; auditors, H. A. Keller, Ohio; A. E. Fowlie, Colorado. 


Invitations were extended by the Colorado Society of Public Account- 
ants to hold the next annual meeting of the Association in Denver and 
by the Pennsylvania Institute of Certified Public Accountants to hold the 
meeting in Atlantic City. 

A roll call of the states was then had and the following result 
announced : 


Tue Presipent: Denver has received 152% votes and Atlantic City 
255% votes. I therefore declare that by a vote of this body Atlantic City 
has been chosen as the place of meeting in 1908. (Applause.) 

Mr. J. S. M. Gooptor (Ohio): I move that the thanks of the asso- 
ciation be extended to the Colorado State Society of Public Accountants 
and to the various civic bodies of the city of Denver for their cordial 
invitations, and to express the regret of this association that circumstances 
over which it had no control at the present time make it inadvisable at this 
period to accept the invitation. 

The motion was numerously seconded and, being put to a vote, 
prevailed unanimously. 

On motion of Mr. Thos. L. Berry, of Maryland, the meeting adjourned 
to meet in Minneapolis on Thursday morning at ten o’clock. 


Fifth Session, Thursday, October 17th. 


The fifth session of the association convened in the mayor’s reception 
room, in Minneapolis, on Thursday morning, at 10 o‘clock, and was 
called to order by the president. 

Mr. H: M. Tempre (Minnesota): As a representative of the Minne- 
sota society I desire to introduce to you Mr. A. E. Merrill, the president 
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of the city council of Minneapolis, who will welcome you in place of the 
mayor who is unavoidably absent. (Applause.) 


Address of Welcome. 


By Hon. A. E. Merritt, PRESIDENT OF THE City CouNCcIL oF MINNEAPOLIS. 


Gentlemen, we are glad to greet you. We feel that these men who 
are assembled here are representatives of a great association, and I con- 
sider this association of public accountants as one of the most eminent 
bodies that has ever met in our city. A few years ago we heard of the 
great benefits accruing to the city of Chicago in having its public accounts 
rehabilitated and reorganized. Of course, Minneapolis wishes to be in 
the front rank with any city in the country, so we invited certain public 
accountants to come here and lay out the work for us, and found among 
your number men of eminent ability to do this work required. Under the 
old plan every department had the receiving and the disbursing of the 
funds accruing to it itself. Your plan was to bring everything to a great 
center, and all the moneys received by the city treasurer every year were 
disbursed from the city treasury instead of by the various departments 
as had been the custom. Everything is running smoothly now. You had 
to be engineers, diplomats and lawyers to do all this. The departments 
did not wish to come under one common, central head, and owing to the 
limitations of our charter we could not control the matter. Our board of 
education, the board of charities and correction and our board of park 
commissioners were independent of our council, but we wanted to get all 
of these departments into one common group and have everything unified 
and put into the best shape possible. These accountants secured this end, 
but, as I said they had to be men of diplomacy and men of tact. When 
they had the work ready they had to keep within the limits of the char- 
ter, and when they got ready to act they had to keep within the ordinances 
so that the accounting should be authoritative as to figures. The business 
was complicated to some extent and you threw around the officers who 
received and disbursed the funds of the city and county every safeguard 
which would prevent a deficit, or so it would be known at once if anything 
of this kind occurred. 


Responses were delivered by Mr. Thomas L. Berry (Md.) and Mr. 


Seymour Walton (Iil.). 
Tue Presipent: We have a new treasurer, whom I have much 


pleasure in introducing. 


Address. 


By H. T. WESTERMANN, TREASURER, St. Louts. 


I have been impressed more than I can tell you with what the asso- 
ciation has accomplished. You are all aware of it and though you are 
enthusiastic now over the results, I want to emphasize the fact that as we 
leave the beautiful Twin Cities of St. Paul and Minneapolis, and go out 
into busy life again, that we do not forget what has been accomplished 
here to the extent that we lose our interest and enthusiasm, and to the 
extent that we shall again need a revival of it. The duties and responsi- 
bilities of a new year are now before the old officers that have been 
reélected and myself as the new incumbent, and I feel that it is of the 
highest importance that we realize this, and that the members realize one 
more thing, and that is that the work and responsibilities of this associa- 
tion should not all be put upon the officers and the Board of Trustees. I 
can see clearly that much has been accomplished by the efforts of a few, 
who got the members in line and who lent support in a practical way. It 
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is my fault that I have not attached sufficient importance to the communi- 
cations and pleas made by the secretary and the board of directors, accept- 
ing their suggestions on this, that and other matters; so the one thought I 
feel should be emphasized is that we should remember what has been 
accomplished at this meeting of The American Association of Public 
Accountants, the most important meeting we have had in its history. And 
it is particularly with this thought in mind that I appreciate the compli- 
ment you have paid me at this time, and I want to assure the members of 
the association that I shall discharge my duties as treasurer and make 
myself as efficient as possible during my incumbency in office. (Applause.) 


Tue Presipent: Is there any new business to be brought before the 
association before adjournment? 

Mr. Tempte: I want to introduce at this time, if it is in order, a 
resolution or a motion looking to the American Association preserving in 
some desirable form in the Year Book or in some other suitable manner, 
the records of this meeting. We had some excellent speeches and there 
were some on the progromme that we did not hear. I think we all 
appreciate the spirit in which these speeches were prepared, and I feel 
that it is due to those who participated that the record should be pre- 
served in some form. I move you, therefore, that the officers or board 
of trustees or executive committee be authorized to receive subscriptions 
for the publication in the form of a Year Book, or in any suitable form, 
of the proceedings of the 1907 annual meeting, and the subscriptions be 
received up to five hundred volumes, and that the executive committee be 
and are hereby authorized to proceed with the production of this Year 
Book. 

THE PRESIDENT: It occurs to me it would be better to fix the price 
of that book. 

Mr. H. M. Tempre (Minnesota): I will accept that suggestion and 
modify my resolution to the effect that it shall not cost more than one 
dollar and that the edition be at least five hundred copies. I think that is 
sufficient. ’ 

Tue Secretary: Will this be in addition to the Year Book? 

Mr. H. H. Tempe (Minnesota): It will be under the jurisdiction of 
the executive committee. We want this in a bound volume. 

The motion offered by Mr. Temple was duly seconded and, being put to 
a vote, prevailed unanimously. 


Mr Epwin E. Gano (New Jersey): I believe this is the proper time 
and place for making a motion that thanks be extended to the chairman 
especially, and to the Minnesota Society of Public Accountants for the 
royal welcome and hospitality shown to the American Association during 
their stay in St. Paul and Minneapolis. ( Applause.) 

THE PReEsIDENT: Will you all rise to second that motion? The motion 
is unanimously seconded and the vote of thanks will be spread upon the 
records. 

Cot. FRANKLIN ALLEN (New York): I desire to supplement the 
resolution adopted by moving that a committee of three be appointed to 
put in a literary form the expression of this association in acknowledgment 
of the grand and royal time we have experienced here, and when these 
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resolutions are submitted to the board that they be suitably engrossed 
and presented to the Minnesota society. (Applause.) 

Tue Presipent: The chair, without waiting for a formal second, 
desires to announce that the resolution is unanimously carried. The chair 
will appoint as such committee Col. Allen, as chairman, Mr. Gano and 
Mr. Roberts, the secretary, and this committee will proceed to draw 
suitable resolutions. 

Mr. Tuos. L. Berry (Maryland): We are not only indebted to Mr. 
Temple and the Minnesota society for the royal welcome and hospitality 
we have received, but also to Mrs. Temple and the ladies’ committee. 
(Enthusiastic applause.) I therefore move a vote of thanks and appre- 
ciation to the ladies’ committee and to Mrs. Temple. 

Tue PresivENt: The resolution is unanimously adopted. (Laughter.) 

Mr. Tuos. L. Berry (Maryland): I would like to make a further 
motion, to the effect that a vote of thanks be tendered to the board of 
governors and members of the Commercial Club for the use of their 
rooms during the sessions of our association. 

Tue Presipent: This resolution is moved, seconded, and unani- 
mously carried. (Laughter.) 

Mr. Francis GottsperceR (New York): Allow me to present an 
amendment if it is not too late, to the effect that the resolution of thanks 
of this association to the Commercial Club be properly engrossed to put 
in their rooms. 

Tue PresipeNt: Unanimously carried. (Laughter.) 

Mr. J. A. Cooper (Illinois): I want to say that we are greatly indebted 
to one feature of this entertainment, and that is what the newspapers have 
done. I move that the publicity bureau that has worked so hard and done 
so much upon the occasion of this meeting, should be included in this vote 
of thanks. 

Tue Present: Unanimously carried. (Laughter.) 

Mr. R. H. Montcomery (Pennsylvania): Mr. Cooper thought he was 
giving us a large one, but I don’t think it was large enough. I think the 
members of the 1907 committee who have worked so hard for the benefit 
of this association, should be included, and I move that they shall also 
be included in this resolution. 

Tue Presipent: I should say that motion was carried not only 
unanimously, but enthusiastically. (Applause.) 

If there is nothing further to come before us I announce the formal 
adjournment of this association to meet at Atlantic City the third Tuesday 


in October of 1908 at 10 A. M. 
ei 9 





Banquet. 


The Annual Banquet was held in the dining room of the Hotel Aber- 
deen, on Wednesday evening, October 16th. Covers were laid for one 
hundred and fifty. Col. Franklin Allen, of New York, presided as 
toastmaster. 
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Preceding the responses to the toasts, letters and telegrams of greet- 
ing from various friends of the association were read by Col. Allen. The 
following responses, among others, were delivered: 


The President of the United States. 


Hon. E. A. JAGGArp. 

Our Governor has been referred to as a political anomaly, and with 
justice. This State was stirred to its political depths—that is not going 
so far down as in Pennsylvania (laughter)—by Roosevelt-Johnson Clubs. 
It elected by some 10,000 majority its favorite Democratic son and gave 
its electoral vote for president by some 150,000 majority to its hero and 
ideal (Applause). It is as hard to distinguish, here at least, between a 
Democrat and a Republican as it is to determine from the size of his hip 
pockets or his bibulous habits between the gentleman from Kentucky 
and the sockless statesman from Kansas who is in favor of prohibition 
but opposed to its enforcement (laughter). It would be a hard job to sep- 
arate Republican sheep from Democratic goats. The average man doesn’t 
know what he is himself. He resembles the Irishman, who had carried 
the pitcher too often to the well. He left his friends and joined the 
ranks of dividend payers in a street car. The car gave a sudden lurch. He 
lost the strap and was precipitated into a woman’s lap. He apologized 
and moved up the aisle. The car lurched again and he was compelled 
to sit down on another woman’s lap. He apologized again and in search 
of safety, he walked still further up the aisle and was about to take 
hold of another strap when, another lurch threw him into another woman’s 
lap. He was about to apologize when this woman indignantly asked: 
“What are you, anyway?” The man with the map of Erin on his face 
looked at her sorrowfully and meekly replied: “Oi don’t know, mum: 
whin Oi came in here, Oi thawt Oi was an Oirishman, but now Oi 
guess Oi must be a Lap lander.” (Great laughter.) 

The President of the United States is two things: he is the symbol 
of the power of the State; he is the individual executive of its laws. 
The crowned king represents the glory, the pride and the splendor of 
an imperial empire; our president so typifies the sovereignty of man and 
the royalty of citizenship. He holds, however, greater power than any 
monarch. We respect that power. He is elected by the deliberate choice 
of the people he is to govern. We believe that guarantees personal merit. 
Our presidents have averaged better than rulers coming to a throne by 
heredity without controversy, and with honor deep as our natures, we 
pay our tribute to the great office and to every man who has borne its 
responsibilities and exercised the prerogatives. (Applause). 

The speaker then eloquently pictured the circumstances and hardships 
which had created the character of the American citizen. He continued: 
Patriotic to the core, altruistic beyond -precedent, and generous to a 
fault, he was as ready to obey the moral forces he rcognized just as he 
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rebelled against legal control of the purposes which he believed would 
result in success and which he knew were ultimately high and beneficial. 
A great judge has said, with a measure of truth, “The law became a 
negligible circumstance.” Certainly its execution has been largely a 
matter of pure public opinion. 

This was the condition when we chose for president, not a negative 
and complaisant diplomat, but a strenuous executive, an enforcer of 
laws, an advocate of policies, who was destined to become a pacificator 
of nations. (Applause). That man is not a fitting topic for harmonious 
discussion appropriate at a banquet. He must be a vigorously con- 
troversial subject. Seriously (laughter), I naturally feel that it would 
be bad taste to indulge in much ventilation of what he has been charged 
with having done in pursuance of his so called “impulsiveness.” To 
place on him a halo of undeserved panegyric would be as unfitting as it 
would be dangerous to indulge in his abuse. Lawyers grow afraid of the 
results of abuse. You remember the tale of the cross-eyed, savage browed, 
bull-voiced lawyer, whose examinations were always cross. Not having 
much of a case, he once undertook to make it better by bulldozing a 
weak, ill-dressed boy witness. The lawyer snapped out: 

“What is your name?” 

The boy told him. 

“Where do you live?” 

The boy told him. 

“What do you do?” 

“Nothing in particular.” 

“You are a common tramp?” 

“No, not that.” 

“What does your father do?” 

“Oh, nothing much.” 

“He is a sort of tramp too?” 

“No, I don’t think so.” r 


“Well, now,” persisted the lawyer, “isn’t it a fact that you and your 
father and the whole family are a sort of good-for-»sthing-worthless, 
idle lot of vagabonds ?” 


The boy replied: “No, I don’t think so myself, but as to the old man, 
you might ask him, he is sitting there on the jury.” (Great laughter and 
applause. ) 


A feeling of trepidation in speaking of the individual who is now our 
president is unavoidable. Some of my friends about me have been telling 
of their hunting expeditions: whereby I know it would not be tactful to 
refer to “nature fakirs.” (Laughter.) Others have told fishing stories; 
whereby I know it would be infelicitous to say anything about the 
“Ananias Club.” (Laughter.) Then there are men here from Chicago; 
whereby I am forbidden to mention “undesirable citizens.” (Laughter.) 
Also I see our reprsentative in Congress, whom we have gotten into the 
habit of re-electing, which I hope will never break. (Applause). Con- 
gtess is a dangerous subject, but a man of whom it is said that when the 
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fiat was issued: “Let Adam be,” then Adam be’d. (Laughter.) Adam 
Bede has exploded the current fallacy that Congress is not a body of 
ideas. With resonant voice and eloquent gesture, he referred to Senators 
like Burton and Mitchell, and then asked if the Senate, at least, could 
be fairly called a body without conviction. (Laughter.) 

None the less there is especial propriety in speaking simply and justly 
of the present resident of the White House, to your new and rising pro- 
fession, for he, more than any other in corresponding position, has 
recognized your merit, and the practical necessity of enlarging the 
scope of your activities and of securing trained men of high professional 
standing in the investigation of departments of State too long allowed to 
run themselves. He has appreciated your utility, recognized the power of 
your intellectual disinterestedness, and has helped you place your pro- 
fession on that high plane of idealism for which you so fondly hope, and 
for which this body so earnestly strives. (Applause.) Nor do I think 
there can be two opinions as to the great credit to be awarded him for 
the correction of departmental abuses, the purification of governmental 
bureaus, and the substitution of business energy for official sloth and 

circumlocution. (Applause.) 

j Nor can his many savage critics fail to recognize the great stimulus 
he has given to the moral standards of our geeration, alike in personal, 
in civic, and in commercial life. To the youth of the country he stands as 
a fearless exponent of right. Born of the love that makes the creation 
of all human life seem Divine; reared from frailty by the devotion 
which took his father and mother from a metropolis to a child’s play- 
ground in God’s open air; cultivated by eastern refinement, and broad- 
ened in mind and toughened in body by contact with the hard life of the 
frontier; versed, but not immersed, in literature; not obscured even by 
service as the police commissioner of a misgoverned city, because he 
brought light into hundreds of windowless rooms in hopeless tenements and 
into the deeper darkness of political precincts; made conspicuous as a 
Governor of the Empire State, who enforced law because it was law, and 
who sought to base government on equality of sacrifice and not equality 
of contribution; illuminated by prescient efficiency as assistant secretary 
of the navy and by picturesque service at El Caney; compelled by 
popular insistence to sacrifice himself to become vice-president of the 
United States; and, finally, elevated to the highest place in all the world, by 
a tragedy unutterable; honored, loved and revered is that man, absolutely 
honest, absolutely fearless, absolutely earnest, whom we know as the 
apostle of the “square deal,” the President of the United States, 
Theodore Roosevelt. (Long continued applause.) 

Grecian artists once wandering in the shadows of the Parthenon made 
famous criticism of a massive statue whose lines appeared crude and 
features coarse. Giver the true perspective by the temple which 
was reared to a stately height, and softened by time, that sculptured 
marble showed all its symmetry and gleamed in all the beauty of its 
perfect form. The criticism was forgotten and the world rejoiced in it 
as the master product of the master art of Phidias. The American man 
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has vituperated Washington, Lincoln, Grant and Cleveland. Time has 
cast the mantle of forgetfulness upon the injustice. History has given 
those men their true perspective. One need not be a prophet nor the son 
of a prophet to foresee and foretell that when the present has receded 
far into the past, the current asperities and anger will be forgotten. 
Time will see President Roosevelt in his proper dimensions; he will be 
gratefully remembered as of the highest type of the faithful citizen, a 
brave soldier, a useful reformer, a potent executive, a distinguished states- 
man and a true man. (Applause.) 





The American Association of Public Accountants. 


By Hersert M. Tempte, 
St. Paul, Minn. 


When the American Association was formed in 1887, the profession 
of Accountancy in this country was not recognized by statute; nor was it 
so recognized until 1896, nine years later, and to New York, and this 
Association, is due the honor of giving us the first “Certified Public 
Accountant” legislation. With this as a beginning, other States followed, 
and at the present time, nearly a dozen States recognize our professional 
standards by legislative enactment. To Illinois and the untiring energy 
of Mr. George Wilkinson, belong the honor of developing the State or 
District Societies into a National Organization, and in 1902, there was 
formed the “ Federation of Societies of Public Accountants of the United 
States.” 

In 1905, the American Association, by enlarging its scope of useful- 
ness, and absorbing the entire membership of the “ Federation” became 
and is to-day the only National Organization of Public Accountants in 
the United States. 4 

While it will be observed from the foregoing brief history, that the 
present enlarged association is still in its infancy, it is a body representa- 
tive of nearly one thousand public accountants from all portions of the 
United States. 

The American Association of Public Accountants is pledged to the 
advancement of Accountancy as a profession, and President Sells, in 
his 1906 inaugural address, properly calls particular attention to three sub- 
jects directly contributing to the redemption of this pledge: 

First—“ A continued elevation of the standard of Professionai Ethics.” 

Second—“ An increasing insistence upon the highest possible excellence 
of professional work.” 

Third—“ The encouragement and aid which many American educa- 
tional institutions are now giving our profession in the development of 
accountancy education.” 

Much has been accomplished along these lines during the past year, 
and much remains to be done. While the future of the profession 
depends on the efforts of its members, I am sure a National institution 
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like the American Association is helpful and necessary for the unifica- 
tion of the work yet before us. 

For our progress, we feel a keen debt of gratitude to the American 
public, who have appreciated and encouraged us in our work; to our 
cousins across the water for their experience and kindly codperation; 
and last, but not least, to those who have been called from their life work 
here, for their part in laying a foundation for the present. 

Our good friend, Mr. Dickinson, has said: “It is our duty to keep 
up this great work and for each of us to leave behind some useful thing 
done for the good of the profession; something to aid those who will 
follow us in their life work.” 

If we will memorize and act in accordance with this thought, the 
results will prove of inestimable value, and productive of a monument 
to all time. 


The West. 


By ALEXANDER E. Fow tte, C. P. A. 
Denver, Codorado, 
President Colorado Society of Certified Public Accountants. 


Few of us really know the country in which we live. Conservatively 
speaking, the West contains twice the area of the East. Fourteen of the 
Eastern States can be set within the confines of the State of Texas. With 
us in the West there is “lots of out of doors.” Distances lose their 
terror. Last year I traveled over twenty-five thousand miles, and visited, 
among other cities outside of Denver, Leadville, Deadwood and Cheyenne, 
those towns of western romance. 

I am afraid that some of our eastern brothers have the wrong impres- 
sion regarding these frontier towns, which to-day, with their water- 
works, sewers, electric power and lights, are more modern than many 
an eastern city. 

I have seen educated business men from Philadelphia and from 
Buffalo go into these towns fearful of their lives, carrying revolvers for 
protection; and what did they find? The cowboy, the miner, the ranch- 
man they met were, in many instances, better dressed than the visitors. 
The cowboy had been to Yale; the miner, a man of affairs, a respected 
and honored citizen; the ranchman, rough and generous in his big- 
hearted way, but above all, a man. 

The West is untrammeled with old time customs and prejudices. It 
is prompt to respond to propositions of merit, and to enact laws tending 
to promote the best interests of state and people. Power and irrigation 
enterprises calling for the expenditure of several hundred million dollars 
are being pushed to rapid completion, and will be the means of reclaiming 
thousands of acres of western lands. 

It will be impossible in the brief allotment of time to even intelli- 
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gently enumerate the many and varied industries of this great section. 

Coming as I do from Colorado I want to call attention to mining, 
that industry so often brought to your notice in fraudulent stock pro- 
moting enterprises, whose stock is offered throughout the land on the 
alluring promise, “A dollar investment for ten cents.” 

Mining, when conducted along conservative business lines, is a legiti- 
mate undertaking, and all we ask, is to know that money raised will be 
spent in honest development—not squandered in promotion expense, 
where ten dollars go for salary and advertising, and one dollar and per- 
haps less into the working of the property. 

And here comes the opportunity of the accountant—to urge upon the 
investors the necessity of investigating not only the merits of the 
property itself, but also the management. 

The Rocky Mountains have not been scratched, and look at the 
record of but one of her camps—Leadville—production to date over three 
hundred and sixty millions of dollars, still producing, and will produce 
for unnumbered years to come. 

The wonderful possibilities of our western land are beyond the 
boundaries of an Arabian Nights tale, and I doubt not, but that many 
of us here to-night will live to see and enjoy the magnificent returns of 
western pluck and enterprise. 





The Public Accountant. 


Apa A. Ross, Jr. C. P. A, 
President Pennsylvania Institute of Certified Public Accountants. 


In speaking of the public accountant, it may be well to refer very 
briefly to the origin and rise of the profession. 

We have to look to England for the origin of the public accountant. 
Prior to the beginning of the nineteenth century he seems to have been 
chiefly a writing master and teacher of bookkeeping, without special 
recognition as a member of a distinct profession. He does not seem to 
have attained any real prominence in the business world until about 1840, 
when the period of great activity in building and speculating in American 
railways began. The over speculation in these enterprises resulted 
disastrously, as is well known, and the investigations and reorganizations 
which followed placed the professional accountancy for the first time 
on a solid and substantial basis. Soon after this under revised bank- 
ruptcy laws, accountants became eligible for appointment as official 
liquidators and trustees under the court, and the scope of their work 
became still further enlarged. 

In our country the number of public accountants, however, was com- 
paratively small until about fifteen or twenty years ago. Accountancy as a 
distinct profession was unknown to the public. An accountant was gen- 
erally spoken of as an “expert,” and was looked upon largely as a sort of 
lightning calculator, as one having special skill in unearthing defalcations. 
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The public always associated trouble with the visit of any “expert,” and 
he was generally cautioned to disguise himself as much as possible and to 
step softly for fear of disturbing credit. Nevertheless, a great deal of 
work of a very important character was being done by these same public 
accountants. 

The possibilities of accountancy as a constructive and organizing force 
in business administration became more clear because of the work of 
these men. It was work of this character rather than the Hawkshaw sort 
that has brought the American accountant to his well deserved and hard 
won place in the business community of to-day. 

It is true that accountancy as a profession had its origin in Great 
Britain, but the accountancy which we typify here to-night is peculiarly 
American in its development. Starting without those advantages of 
technical education and careful apprenticeship which our English brethren 
have long enjoyed, the American accountant in characteristic fashion 
took hold of his work and made good. Realizing, however, in the long 
run that the prize goes to the trained man, he has made it possible for 
his successors to have the unquestioned advantage of preliminary techni- 
cal education. Ten years ago our great universities would have offered 
nothing to students of accountancy. The men of the profession had to 
prove that there was a legitimate demand for education of this kind, and 
now, thanks to them, hundreds of earnest young men to-day in great 
universities throughout the land are getting not only culture but also 
technical knowledge that will mean much for the future of the American 
accountant. 

The opportunities thrust upon the accountant by his work and the 
unusual demands made upon his mental and moral fibre have not been 
without their effect. The accountant of to-day, if he has stood up to his 
work, cannot be other than at least a broader if not a better man than 
the accountant of yesterday. His life has been full of discipline, some- 
times of the most rigorous kind. He has made mistakes at times. His 
foresight has not always been as good as his hindsight—in which respect, 
however, he is by no means peculiar. All in all, we can well claim that 
the public accountant merits the confidence that he inspires. 

Starting without preliminary advantages, without special recognition 
from the law, with no legislative favors, he has won for himself a sure 
place among the men of affairs of this country. All that he has asked 
of the State has been to provide for him and his successors an official 
standard, and we regret that in so many instances he has asked in vain. 
It cannot be denied for long, however. We feel sure that every state in 
the Union will ere long legally recognize the public accountant, and I 
sincerely hope that The American Association of Public Accountants 
will not allow another twenty years to go without changing its name to 
The American Association of Certified Public Accountants. 

And may we not hope that the law will recognize the advisability of 
placing estates in bankruptcy and other trusts, in part at least, under the 
administration of members of our profession? Were it not better for all 
interests to select for such work men of broad training, familiar with the 
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very essence of business principles, men who have been forced by the 
nature of their work to consider all questions judicially and impartially? 
Already the business man has deemed it wise to write into his partnership 
agreement or into the by-laws of his companies a provision for regular 
audits and statements of the accounts by disinterested certified public 
accountants. , 

One of the best things the accountant ever did for himself and his 
profession was to get together with his fellows. Ten years ago men in 
the same state, or the same city for that matter, scarcely knew each 
other, while men in different states had practically no intercourse with 
one another. 

In closing I feel that the progress of the public accountant, whether 
certified or not certified, has been immeasurably advanced by this week’s 
work in St. Paul. No one in touch with the spirit in which the important 
affairs relating to the profession have been handled here both in committee 
and in open meeting can fail to be impressed by the fact that the future 
of the profession in this country is in trustworthy hands; that in the 
American Association of Public Aecountants we have an organization 
in which we can take all pride. 





The Accountants of Western Canada. 
By W. Swwney Ronatp, C. A., 
President Institute of Chartered Accountants of Manitoba. 


Our Secretary gave you a brief outline this afternoon of the work 
which the Chartered Accountants Association of Manitoba is trying to 
accomplish as an educational body, but he did not mention the work we 
are endeavoring to do along the line of developing sound business prin- 
ciples. Just as your Association is striving for public recognition as a 
body of specialists and experts, so are we, but it is a lamentable fact, 
that men to whom we have conceded the best judgment in business 
affairs can ignore or be ignorant of the distinction between Certified or 
Chartered Accountants and “Bookkeeper Auditors.” 

This latter class obtains to a very large extent in Western Canada, 
due, perhaps, to the newness of the country, the uncultivated business 
methods and lack of realization of the vital importance of an accurate 
diagnosis and presentation of facts for the grounding of future admin- 
istrative policies, by those whose interests are at stake. Thus our work 
as yet is of a pioneer nature to an extent, although I am pleased to say 
that a notable improvement is apparent each year. 

Just as a man appreciates the functions of a physician for his bodily 
welfare, so should he be brought face to face with the functions of a 
professional accountant for his business welfare. In educating those who 
have to be educated along this line, the accountants of Western Canada 
and elsewhere have a question of some delicacy to deal with. This ques- 
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tion is, however, receiving our attention, and we find that results are 
being attained. Undesirable piratical practitioners upon the public and 
profession are beginning to find their level with us, as I suppose with 
you also. The organized bodies of reputable accountants must be ready 
to make judicious use of such opportunities for the advancement of their 
own merits, and the instruction of unfortunate clients as to the importance 
of making the distinctions hitherto unconsidered by them. 


I was very much gratified to find, some weeks ago, that a body of 
men appointed in one of our western provinces to report upon a uniform 
system of municipal government had strangely recommended, among 
other things, a compulsory uniform system of bookkeeping, and a com- 
pulsory audit thereof by a qualified government appointee with the rider 
that an outside accountant or firm of accountants might be retained by 
the municipalities, towns, or cities, if they so desired. This is not as 
much as we should have liked to see recommended, but it is a straw in 
the wind indicating that the past has not been all that could have been 
desired, and that attention is being directed to the betterment of this 
important department of public affairs. 


This convention has been a very instructive and enjoyable affair to 
every co-delegate and myself. Hazy ideas which had previously come to 
us in planning the future welfare and activity of our Association have 
been developed, and plans have become concrete by the deliberations of 
your gathering. 

On behalf of our Association, I extend greetings and the injunction 
that on no account must any one of you visit Winnipeg without making 
the fact known to us. 





The Relation of the Public Accountant to the 
Lawyer. 


By Apert N. EastTMAN, 
of the Chicago Bar. 


While in an ancient bankruptcy proceeding (the year 1720) appears 
perhaps the first formal report of a public accountant, yet the evolution 
for good in the profession of accountants corresponds to that of the law. 
Few professions are linked close together. As opinion, in past ages, 
has generally associated the profession of the law with that of dispute 
and trouble, so has it become likewise considered in the practice of your 
profession. There is of record a saying that: “ Accountants make their 
fortunes by the misfortunes of others.” That the world is growing better 
is evidenced by no more conspicuous sign than the fact that this hitherto 
common opinion, both as to accountants and lawyers, has changed, and 
their services are to-day and every day being more and more sought for 
under constructive conditions rather than destructive. 
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Without the public accountant and his assistance, we must necessarily 
return to the small and limited transactions of our forefathers. 


Fearless integrity is the foundation stone of both our professions. In 
the profession of law, the duties of the lawyer, and general practice is 
rapidly changing to-day (and has in the past), and likewise are the duties 
and requirements of the Public Accountant. The abstract guarantee com- 
panies are absorbing the real estate practice. The great commercial 
houses with their credit departments: the liquidating and adjustment 
bureaus: the reporting agencies: All absorb the commercial business 
or greatly lessen its quantity. The consolidations, great and small, absorb 
many clients of many attorneys and pass them on to but one, in this man- 
ner also, eliminating the chances of dispute and law-suits. The business 
of these large concerns need and use lawyers as “clerks,” who in turn 
become narrowed by their routine clerical work. 

These same agencies have created and are rapidly increasing the 
demand for those in your profession. One man with a small business 
may keep, or have kept, the accounts under his own immediate super- 
vision. As he takes unto himself partners, the employees increase, and 
the farther each partner in interest is removed from personal transaction 
of the business, the greater is the necessity for accountants and auditors. 
As these ventures become corporations, and their stocks and securities 
pass current in strange hands, it requires that the accountants and audit- 
ore should be publicly stamped as those to be depended upon. 

In case of trouble, it is this accountant who must hand to the lawyer 
the facts that he will lay before the judge, so that the case can properly 
be dealt with and justice done to all. Time cannot permit personal 
investigation by each judge, and if it would, the day has long since 
passed, under the methods of our jurisprudence, when the judge decides 
by such means. The results are presented to him and it is this necessity 
that brings together the attorney and the accountant in such intimate 
association. 

If shoulder to shoulder, we would lift the planks of dishonesty and 
recognize, in the dark, the signs and mysterious paths of fraud and con- 
spiracy, each must have sufficient knowledge of the other’s calling, that 
nothing may escape observation in the investigation. Every Certified 
Public Accountant should be well versed in the general principles of 
those laws governing the subject matter of his investigation. 

When the attorney can say to the accountant that he desires to know 
if such and such things exist, and the accountant in turn knows the 
“signs "—or if he is in doubt is yet sure enough to present to the attorney 
all (note, I say “all”) suspicious signs, then is there complete union 
between attorney and accountant, and they stand in proper relation to 
produce for their mutual clients that for which they take their money. 
Nothing short of this will do, and much more can be required. 

As we know it has, in the past, been the custom to think of the lawyer 
as the only one to go to in time of trouble, likewise, we have seen the 
public accountant was first heard of as one appealed to for assistance 
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in unraveling the mysteries of fraudulently kept books. In fact, the only 
histories or accounts of your profession I have been able to find in public 
or reference libraries has had to deal alone with this phase of your 
existence. As speculative commercial interests have increased, so has the 
demand for your services, and in all such instances, your services have 
been as efficient as those of the attorney in unraveling these hidden 
mysteries and bringing the criminal to justice and in returning the right- 
ful owner, in part or in whole, to his lost property. At least, you have 
usually been able “to tell him how it was done.” That, sometimes is 
consolation. 

Many statutes passed have contained special provisions for the 
employment of a Public Accountant at the expense of the estate, and 
history shows us that during the last century whenever there have been 
periods of financial panic, your numbers have increased and the standing 
and need of your profession have been strengthened and demonstrated. 
Your services will always be required in times of panic and failure as 
will those of attorneys, but all of this has to do with destruction not 
construction. 

Means had to be devised whereby vast resources could be developed 
and used in common venture and risk, and yet with limited liability. 
The great and only medium to accomplish this was the “corporation,” 
which organization, its life, existence, government or control and use, is 
the greatest and most prominent question before the world for con- 
sideration at this time. 

No one has had or will have more to do with its existence than the 
attorney and accountant. 

Do I hear, “ What about Legislation?” Yes. But each legislative 
act must pass the scrutiny of some lawyer, as a judge. They (these 
corporations) have come to stay, and their chief nurse and attendant 
has been and will ever be the certified public accountant. 

Such a machine cannot exist without money. This life blood flows 
through many arteries constructed by lawyers; these arteries have many 
gates in the keeping of the public (many people). These arteries must 
be properly arranged so as not to clog, for if they do, and the public does 
not receive the returns, death is sure. It is the certified public account- 
ant who frequently examines the pulse of the patient and gives the 
result, locates the spot of congestion, which, if it is a healthy infant, is 
quickly cured and often saves the life of the weak, or the final destruc- 
tion of the apparently indestructible organization. As the company 
grows, it is this accountant who by myriads of figures condensed into 
a few lines tells where it is possible and safe to grow and expand. It is 
this accountant’s annual or semi-annual bulletin that satisfies the investor 
and creates and maintains public confidence. 

I understand that it is approximately within the last fifty years that 
there has been anything like permanent organization among your pro- 
fession in the different countries of the old world, and it is a significant 
fact that your Association was formed in the year 1887, the same year 
as the passing of the Interstate Commerce Act. 
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Interstate Commerce and its growth has made possible these great 
industries and has brought into prominence and is daily increasing the 
requirements of your profession. It is the development of Interstate 
and Inter-World commerce that is presenting the greatest questions for 
accountants to solve. 

It has been my fortune for the last ten years in perhaps a small degree, 
to have somewhat to do with the development of these large commercial 
enterprises. These consolidations, so termed, I know and you know; 
everyone knows who has had any experience, or he can and will know 
upon a moment’s reflection, that it is a physical impossibility to con- 
duct these transactions without records and system. And the basis of 
these organizations are accurate accounts and systems lawfully constructed 
and conducted. ‘ 

Is there anything more inspiring than to visit the office of one of these 
great industrial enterprises and have the president, without effort and 
in perfect ease and assurance, discuss with you in an intelligent manner 
any policy pertaining to the business? To do this he must know the bank 
balance, the daily receipts and disbursements of moneys, the daily 
receipts and consumption of raw product, manufactured product and ship- 
ments, the cost of the completed article and each of the ingredients; 
the assets and liabilities of his organization analyzed into present and 
future value and the entire markets of the world. But this is not all. 
Our wonder increases as we realize that each of these items is subject 
to daily change, and this information, which enables him to deal with you, 
is gathered from hundreds of mills and mines thousands of miles apart. 
How is this officer, who seldom, perhaps never, has seen any of these 
places, able to at once inform you to the fraction of a cent concerning 
the cost of each article and each part of it in each stage of development, 
and then add to this the total sum of innumerable items the fixed or over- 
head charges, which must be added before the profit can be figured? 

It looks simple to the novice to run an automobile. Within half an 
hour he masters the wheel and with his friends starts out for that 
glorious ride which he has enjoyed so often as the guest of another. 
Alas, it stops. Perchance, there is a wreck. He is helpless. Why? The 
experience of the man with the automobile is similar to that of those 
who have attempted without accountants to handle these industrial enter- 
prises within the last few years, and it is a wonder that more accidents 
have not happened on our public streets and in our financial enterprises. 

How can the attorney pass upon the value and formulate these gigan- 
tic enterprises and keep them out of losses and law suits without this 
information ? 

Time and your patience will not permit of me to continue longer. 
I have but hinted in a vague manner at the volumes which remain untold. 
This discussion in its ramifications can be made as interminable as your 
figures seem to a novice who first employs you at $50.00 per to establish 
these systems in his business and make the figures incident thereto. 

I will not further trespass upon your time but content myself with the 
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assertion that the commercial enterprises are in their infancy and they 
cannot grow without the assistance of an attorney, for he is to-day 
employed to prevent trouble rather than to contend with it, and he is 
absolutely powerless to guide this great ship of commercial enterprises 
without your help 


Our Guests. 


By Tueo. F. Sirsa, 
President of Consolidated Publicity Bureau of St. Paul. 


I am sure all will agree with me that the Public Accountant is the 
most useful and necessary individual in the business world. To his genius 
and system, more than to anything else, is due the accuracy of transacting 
business, and the success of all our large mercantile, manufacturing and 
financial institutions. He is in close touch with the largest affairs of the 
nation and is constantly solving the most complex problems of commerce. 
His advice and counsel are absolutely necessary to and are sought by the 
banker and merchant, the manufacturer and the large insurance companies 
and railroads, and all the great corporations and trusts. He is a student 
and a scholar, and a highly influential citizen who is held in the highest 
esteem by the community. Such is the Public Accountant as I have 
found him in Minnesota. 

The clear head and steady hand of the accountant have done much to 
rear the stately fortunes of commerce and finance, and it is quite natural 
and proper that you should share in their prosperity, and having enjoyed 
the acquaintance and friendship of one of your most brilliant members 
from Minnesota, I am convinced that you must find some outlet for the 
proper circulation of your accumulated surplus, and I extend to you a most 
cordial invitation to spend the remainder of your summers in St. Paul. 

We are delighted to greet such a body of men in St. Paul, and fully 
appreciate your good judgment in selecting St. Paul as the place for your 
annual gathering, for St. Paul is an ideal Convention City. This locality 
was first known to the world as a famous resort for recreation and 
pleasure. 

In 1880 the population of St. Paul was 40,000. It has made tremendous 
strides since then, and during the last ten years has been growing at the 
rate of 5 per cent. a year, the past year having shown a gain of 8 per cent. 
On July 1, 1907, the estimated population was 216,048. 

St. Paul takes a high position among western cities as a manufacturing 
center, and almost everything made in America is manufactured in St. 
Paul. 

The banking facilities are ample, there being eighteen national, State and 
savings banks, with an aggregate capital of $10,000,000. 

The assessed valuation of taxable property in St. Paul is $98,000,000, 
and the tax rate is thirty mills. 
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No city in America enjoys better or more extensive transportation 
facilities. Our line of railways radiate like spokes from the hub of a 
wheel to every nook and corner of the world. Three great transconti- 
nental lines have their general offices in this city. There are several lines 
to Chicago, three to Lake Superior, three to Canada and the Northwest, 
five to the Pacific Coast, three to the Southwest, and four to the South. 

St. Paul is a wealthy, prosperous city. Her outlook for the future is 
flattering in the highest sense, and every stranger who sets foot within her 
boundaries unites in praising her beautifully lighted, paved streets, and her 
magnificent business enterprises. 
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